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dairy industry for tie 7 4 
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LETTER TO 
THE MINISTER 


Mister Minister, 


| am pleased to submit the Canadian Dairy 
Commission’s Annual Report for the 2009- 
2010 dairy year. As we conclude the year, 
the Canadian Dairy Commission (CDC) is 

in a sound financial position and has 
achieved most of the objectives it had set 
for itself. Some of these objectives were not 
reached either because the industry was not 


ready to move forward on some issues or 
because circumstances required a change in 
direction. Overall, the CDC continued to 
help the Canadian dairy industry and its 
Stakeholders respond positively to the many 
challenges that arose. 


On the world stage, prices for dairy products 
have somewhat recovered as the world 
economy emerged from the 2008 economic 
recession. Prices in the milk classes that fol- 
low world or US prices have followed that 
trend but it was not strong enough to have 
a positive impact on overall returns of 
Canadian dairy producers. 


In the Canadian dairy industry, the 
harmonization trend that started last year 
continued in 2009-2010. Discussions 
between Quebec and Ontario on the harmo- 
nization of milk allocation to dairy plants 
are suspended but the Maritime Provinces 
are making good progress. Four Eastern 
provinces have harmonized most of their 


producer quota policies and a fifth will inte- 
grate the joint management of these policies 
during the new dairy year. The CDC has 
been actively involved in each of these 
initiatives. 

Demand for dairy products increased in 
2009-2010. Industrial milk production 
reached 50.94 million hl in the past year, 
compared to 49.90 million hl in 2008- 
2009. Last December, the CDC announced 
that the support prices of skim milk powder 
and butter would remain unchanged as of 
February 1, 2010 as market conditions and 
the evolution of the cost of producing milk 
did not warrant an adjustment. 


One of the highlights of the year for the CDC 
was the signing, on March 15, of the new 
Agreement on the Eastern Canadian Milk 
Pooling. This federal-provincial agreement 
replaces the former Agreement on All Milk 
Pooling. It provides the Supervisory Body 
that oversees the Agreement greater flexibili- 
ty to respond to changes in the industry. 


| would like to take this opportunity to 
express my appreciation for the co-operation 
we receive from industry stakeholders, 
provincial governments, your office and 

our colleagues at Agriculture and Agri-Food 
Canada and the other Agriculture and Agri- 
Food Portfolio agencies. We are also 
indebted to the CDC employees who run 
our operations with efficiency and fairness. 


In closing, | would like to thank you, 
Mr. Minister, for supporting the work 
of the CDC. 


Zhu Llagoa 


Randy Williamson 
Chairman 


LETTER TO THE MINISTER 


_ THE CANADIAN 
DAIRY INDUSTRY 


The Canadian dairy industry operates on a “dairy year” basis, which runs from August 1 to July 
31. Most dairy policy decisions are made by a federal-provincial committee called the Canadian 
Milk Supply Management Committee (CMSMC). The Canadian dairy industry operates under a 
supply management system where raw milk production is kept in line with demand using 
production quotas. The quota for industrial milk used to manufacture dairy products such as 
butter, cheese and yogurt, is called Market Sharing Quota, or MSQ. Other key elements of 
supply management include regulated prices and import controls. 


KEY HIGHLIGHTS OF 2009-2010 = The CMSMC approved changes to the 


= In March 2010, the Commission signed Harmonized Milk Classification System 


the federal provincial agreement entitled which moved nutraceuticals from class 
Agreement on the Eastern Canadian Milk 
Pooling. This agreement replaces the 
Agreement on All Milk Pooling, which 
had been used to administer the pooling 
of revenues and markets between pro- 
ducers of the Maritimes, Quebec, and 
Ontario since 1996. The new agreement 


better reflects the current situation and 


4(a)1 to class 4(m) effective December 
1, 2009, and extended the eligibility 
of ice cream novelties in class 5(c) to 
December 31, 2010. 

gm In March 2010, the CDC partnered 
with FIL-IDF Canada, Dairy Farmers 
of Canada, and the Dairy Processors 
Association of Canada to organize a 
conference on dairy sustainable devel- 
opment and environment. 

gm The Market Committee was entrusted by 
the CMSMC to review class 4(a)1 prices 
every three to four months and to estab- 
lish prices based on market conditions 
starting in February 2010. 


will provide more flexibility to adapt to 
a changing environment. 

m In order to reduce butter stocks, the 
Canadian Milk Supply Management 
Committee (CMSMC) decided to freeze 
market sharing quota (MSQ) for a six- 
month period. As a result, automatic 
quota increases were not implemented 
in February, April and June 2010. 


The CDC approved six projects under the 
new Matching Investment Fund. Funding 
committed for this new program amounted 
to 0.5 million dollars for the 2009-2010 
dairy year. 

In June, Agriculture Minister Gerry Ritz 
announced the reappointments of 

Mr. Randy Williamson as Chairman and 
of Mr. Gilles Martin as Commissioner of 
the CDC for three-year mandates. 

At its July 2010 meeting, the CMSMC 
voted to extend the Domestic Dairy 
Product Innovation Program until July 
Si, ZOU. 

At the same meeting, the CMSMC 
asked the CDC to lead discussions on 

a national all milk pool with provincial 
boards, provincial governments and 
Dairy Farmers of Canada. The initial 
objective will be to establish a work 
plan and a schedule for negotiations. 
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® The CDC shipped 110 tonnes of skim 
milk powder to Haiti through different 
food aid agencies to help relief efforts 
following the devastating earthquake. 
Producers agreed not to be paid for the 
milk ingredients used and processors 
agreed to process this powder for free. 

m At the end of the dairy year, Canadian 
requirements were at 51.06 million hl, 
up 2.04% from the previous year. 


MILK PRODUCTION 


Farm cash receipts 

As a key contributor to the Canadian economy 
in the 2009 calendar year, the dairy industry 
ranked third behind grains and red meats, 
generating $5.5 billion in total net farm 
receipts. 


Number of farms and production per farm 
In the 2009-2010 dairy year, Canada had 
13,214 dairy farms. Although there has 
been a decline in the number of dairy farms 
in Canada, individual farming units have 
grown In size and have increased their 


NUMBER OF FARMS AND COWS, AND TOTAL PRODUCTION 


2005-2006 to 2009-2010 


Number of farms 


Number of cows 


Total production* 


(thousands) (million hl) 
2005-2006 15,522 1,019.1 80.64 
2006-2007 14,660 1,004.8 80.77 
2007-2008 14,036 998.5 83.40 
2008-2009 13,587 978.4 82.90 
2009-2010 13,214 981.0 83.56 


* At 3.6 kg of butterfat per hl 


efficiency. The average production per 
farm in the 2009-2010 dairy year was 
6,324 hectolitres, a 3.6% increase from 
the previous year. Based on Canadian 
Dairy Herd Improvement records, the 
average annual production of a dairy cow 
in Canada is 9,592 kg of milk. 


In the 2009-2010 dairy year, Quebec and 
Ontario had the greatest percentage of dairy 
farms at 81.2%, followed by 13.2% in the 
Western provinces, and 5.6% in the Atlantic 
provinces. 


NUMBER OF DAIRY FARMS IN 2009-2010 


Newfoundland and Labrador 35 
Prince Edward Island 213 
Nova Scotia 253 
New Brunswick 231 
Quebec 6,492 
Ontario 4243 
Manitoba 388 
Saskatchewan 202 
Alberta 615 
British Columbia 542 
TOTAL 13,214 


MILK PROCESSING 

In the 2009 calendar year, the dairy pro- 
cessing industry generated $13.6 billion* 
worth of products shipped from approxi- 
mately 452 processing plants (272 of 
which are federally registered) accounting 
for 15% of all processing sales in the food 
and beverage industry. In the same year, 
the dairy processing sector employed 

ZB TSO) (eeolalle- 


* Based on the North American Industry Classification 
System prepared by AAFC. 


SHARE OF MANUFACTURED SHIPMENTS 
IN CANADA (% ) - VALUE BASIS (2009) 


MILK MARKETS 
Canadian dairy producers supply two 
main markets: 


@ fluid milk, including creams and 
flavoured milks 

@ industrial milk used to make products 
such as butter, cheese, yogurt, ice cream 
and milk powders. 


Dairy products 15.0 


Beverages 10.3 


Caz Meat 26.2 


S 


Poultry 6.3 

Fruits and vegetables 8.8 

Bakery 9.3 

Seafood products preparations 3.9 


Others (grains, sugar, etc.) 20.2 


In the 2009-2010 dairy year, the fluid milk 
market accounted for approximately 39% of 
total producer shipments, or 32.62 million 
hl*. The industrial milk market accounted 
for the remaining 61% or 50.94 million hl* 
of total producer shipments. 


* At 3.6 kg of butterfat per hi. 


INDUSTRIAL AND FLUID MILK 
PRODUCTION IN 2009-2010 (million hl) 


Industrial milk 50.94 


| 


Fluid milk 32.62 
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Ingredients market 

Canada’s strong economic recovery in early 
2010 coupled with the timely launch of the 
CDC’s Matching Investment Fund (MIF) 
helped create new growth opportunities in 
the utilization of Canadian dairy ingredients. 


The use of dairy ingredients in pre-packaged 
foods such as frozen entrées and desserts, 
cookies, breakfast mixes and chocolate 


PRODUCTION OF MILK* (million hl) 


products increased during the 2009-2010 
dairy year. Dairy processors saw significant 
growth in the demand for butter, cream, 
skim milk powder and whole milk powder. 
The CDC’s new Matching Investment Fund 
received over 30 proposals for considera- 
tion, of which six have been approved so 
far. Funding committed by the CDC under 
the MIF for the 2009-2010 dairy year 
amounted to $0.5 million. 


Province 2008-2009 2009-2010 

Fluid Industrial Total Fluid Industrial Total 
Newfoundland 
and Labrador 0.37 0.15 0.52 0.38 0.13 0.51 
Prince Edward Island 0.15 0.93 1.08 0.16 0.95 1.11 
Nova Scotia 1.11 0.72 1.83 1.10 0.74 1.84 
New Brunswick 0.73 0.71 1.44 0.71 0.73 1.44 
Quebec 7.46 23.82 31.28 7.20 24.82 32.02 
Ontario 13.03 13.98 27.01 13.03 14.21 27.24 
Manitoba Wy 2.03 3.40 1.36 1.96 3.32 
Saskatchewan 0.71 1.75 2.46 0.72 1.61 233 
Alberta Soi DSI 6.88 3.95 2.91 6.86 
British Columbia 4.10 2.90 7.00 4.01 2.88 6.89 
Total 33.00 49.90 82.90 32.62 50.94 83.56** 


* Before pooling. Data provided in kilograms of butterfat were converted to hectolitres for this table at the ratio of 


3.6 kg of b.f. per hectolitre. 


** This total cannot be compared to the total on page 9 as it includes milk supplied to food banks, milk sold at fairs 


and losses. 


In the Special Milk Class Permit Program 
(SMCPP) the equivalent of 6.71 million hl 
of milk (at 3.6 kg of butterfat per hl) in 
dairy ingredients was used, an increase 
of 4.8% compared to the previous year. 


Renewed growth in the use of dairy ingredi- 
ents in the 2009-2010 dairy year reflects 
the value of our dairy industry programs 
and marketing initiatives which encourage 
Canadian dairy and food processors to 
innovate and compete in the marketplace. 


MILK UTILIZATION BY CLASS 
Provincial marketing boards and agencies 
purchase milk from producers and sell it 
to processors for the manufacture of dairy 


products. The milk sold to processors in 
Canada is classified according to its end use 
based on the Harmonized Milk Classification 
System (see Appendix 1). The price paid 

for milk by processors varies according to 
the milk class. The following table shows 
how Canadian milk production was used 

in 2009-2010. 


Million hl % of total milk 
24.67 29.6 
6.25 les) 
28.75 34.5 
15.31 18.4 
0.95 ileih 
6.71 8.0 
0.72 0.9 
83.36 100.0 
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Adrienne Lachapelle, Special Milk Class Permit Program Agent, and Lindsay Fleming, Administrative 


The Canadian Dairy Co 
Dairy Commission Act. 
and Agri-Food to whom 


mmission (CDC) is a Crown corporation created in 1966 by the Canadian 
The Commission reports to Parliament through the Minister of Agriculture 
it serves as an advisor on matters related to the dairy industry. The CDC 


is part of the Agriculture and Agri-Food Portfolio along with Agriculture and Agri-Food Canada, 


the Canada Agricultura 


| Review Tribunal, the Canadian Food Inspection Agency, the Canadian 


Grain Commission, Farm Credit Canada and the Farm Products Council of Canada. 


The federal government funds about half of 
the CDC’s administrative costs. Other costs, 
including the CDC’s marketing activities, are 
funded by dairy producers and the market- 
place. The CDC supports the interests of all 
dairy stakeholders — producers, processors, 
further processors, exporters, consumers 
and governments. 


The Commission employs 60 people who 
work in its offices which are located in 
Ottawa, Ontario. Since the success of the 
CDC depends on its employees’ pursuit 

of excellence, the CDC encourages and 
supports superior individual and organiza- 
tional performance. 


GOVERNING BOARD 

The governing board for the CDC is composed 
of the Chairperson, the Commissioner, and the 
Chief Executive Officer (CEO), collectively 


known as the Commission. The Commission 
meets every four to six weeks. As part of its 
overall stewardship, the governing board 


@ establishes and approves the CDC’s 
strategic directions, Corporate Plan 
and budgets with input from senior 
management; 

m@ reviews the financial statements of the 
CDC on a quarterly basis; 

® approves the annual report and the year- 
end financial statements, the latter of 
which are audited by the Auditor General 
of Canada; 

® ensures proper accountability through 
internal audits and evaluations of CDC’s 
systems, practices and programs; 

m® reports on CDC activities and services to 
the industry as they relate to Its legislated 
mandate and presents the related finan- 
cial statements to the Canadian Milk 


Supply Management Committee at least 
four times a year; and, 

™ receives and follows up on the Auditor 
General’s annual audit report on the 
Commission’s financial statements as 
well as on the Special Examination report 
which is issued by the Auditor General 
at least once every 10 years. 


The Chairperson is responsible for leading the 
Commission and ensuring that it acts in the 
best long term interest of the corporation. The 
Chairperson’s primary role includes chairing 
the Commission and ensuring that it fulfills 
its mandate. The Chairperson is also the 
primary liaison to the Minister. 


The Commissioner assists the Chairperson in 
ensuring that the Commission functions prop- 
erly, meets its obligations and responsibilities, 
and fulfills its mandate. The Commissioner 
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ll 


also acts as Chairperson in the absence of 
the Chairperson and, while doing so, has all 
the powers and duties of the Chairperson. 


The CEO makes recommendations in the 
areas of planning and oversees the imple- 
mentation of the Strategic Plan and of the 
Corporate Plan once it is approved by 
Treasury Board. He ensures the delivery of 
programs to the dairy industry and the CDC’s 
compliance with applicable government poli- 
cies. The CEO is also the primary liaison 
between the CDC and the dairy industry 
stakeholders and governments. 


The members of the Commission have many 
years of dairy industry experience and their 
backgrounds bring a balanced approach to 
satisfying the objectives of the stakeholders. 
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COMMISSIONERS 

Chairman (reappointed August 1, 2010 for 
a three-year term) 

Randy Williamson 


Mr. Williamson has a Marketing Diploma 
from the University of Western Ontario and 
a Sales and Marketing Diploma from the 
University of British Columbia. He has 
over 30 years of experience in the dairy 
processing industry. He began his career 
with Fraser Valley Milk Producers in 1974, 
moving to Dairyland Foods in 1986, and 
subsequently to Dairyworld Foods in 1992 
and to Saputo in 2001, where he remained 
until his retirement in 2006. 


Mr. Williamson also has extensive board 
experience as Director of the National Dairy 
Council (1990-2006), Director of the Nova 
Scotia Dairy Council (1998-2005), and 
President of the British Columbia Dairy 
Council (1994-1996). 


Commissioner (reappointed August 1, 2010 
for a three-year term) 
Gilles Martin 


Mr. Martin has a post-secondary degree 

in Zootechnology from the Institut de tech- 
nologie agroalimentaire in La Pocatiére. He 
has been involved in the milk producing 
industry since 1977, and operates a dairy 
farm in Riviere-Ouelle, Quebec. 


Over the past 20 years, Mr. Martin has 
been a respected member of the Union 
des producteurs agricoles, and has held 
various positions within the organization, 
notably President of his regional farmers’ 
union, the Fédération de |’Union des pro- 
ducteurs agricoles de la Cote-du-Sud, and 
as a member of the Board of Directors of 
the Syndicat des producteurs de lait de la 
Céte-du-Sud. Presently, he is also the 
President and a founding member of the 
Centre de développement bioalimentaire du 
Québec, an agri-food research and develop- 
ment centre, and a board member of the 
agri-food co-operative Groupe Dynaco. 


Octoher 


John Core 


Mr. Core holds a Masters degree from the 
University of Guelph. He was a lecturer at 
Ridgetown College in Ontario at the begin- 
ning of his career. He then owned and 
operated a dairy and cash crop farm in 
Lambton County, Ontario, with his brothers. 
During his dairy farming years, Mr. Core 
was a board member for Dairy Farmers of 
Ontario from 1981 to 2001. He chaired 
this organization from 1990 to 2001. He 
was also a member of the board of Dairy 
Farmers of Canada from 1986 to 2001, 
and was the organization’s President 
between 1999 and 2001. He is currently 
a member of the boards of the Guelph 
General Hospital and The Royal Agricultural 
Winter Fair. 


John Core, Chief Executive Officer; Randy Williamson, Chairman; Gilles Martin, Commissioner 
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CDC Audit Committee 


Commission 
(Board of Directors) 
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Chief Executive Officer 


Director, Audit and 
Evaluation 


Senior Director, Finance 
and Operations 


Senior Director, Policy 


SENIOR MANAGEMENT TEAM and Corporate Affairs 


Internal Audit/Program | 
Evaluation Advisory 
Committee 
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COMMITTEES 


Audit Committee 

Activities 

The Committee met quarterly to review 
the financial statements and receive 
internal audit and program evaluation 
reports. Annual work plans and 
progress reports are presented to the 
Committee. 


Members 

= Commissioner (chair) 
= Chairperson 

= Chief Executive Officer 


Internal Audit/Program Evaluation Advisory Committee 


Activities 

The Committee met periodically to 
review internal audit and program 
evaluation reports. Annual work 
plans were determined and progress 
reports were presented to the Audit 
Committee. 


Senior Management Team 
Activities 

The Senior Management Team 
is responsible for the day-to-day 
operations of the Canadian 
Dairy Commission. 


Members 

= Chief Executive Officer 
(chair) 

= Director, Audit and 
Evaluation 

= Manager, Evaluation 

= Manager, Financial 
Reporting, Accounting 
and Treasury 

® Senior Director, Finance 
and Operations 

® Senior Director, Policy 
and Corporate Affairs 


Members 

= Chief Executive Officer 
(chair) 

® Director, Audit and 
Evaluation 

® Senior Director, Finance 
and Operations 

® Senior Director, Policy and 
Corporate Affairs 


Nominating Committee 

Activities 

The Committee met in February 
2010 and issued a recommendation 
to the office of the Minister of 
Agriculture and Agri-Food concerning 
the mandates of the Chairman and 
the Commissioner, which were to 
end in July 2010. 


Members 

= A member of the 
Commission (chair) 

® Senior Director, Policy and 
Corporate Affairs 

= Executive Director, Dairy 
Farmers of Canada 

= President and CEO, Dairy 
Processors Association of 
Canada 

= Representative from the 
Consumers Association of 
Canada at the Canadian 
Milk Supply Management 
Committee 
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_ from left to right: Gilles Froment, 
Senior Director, Policy and Corporate Affairs; Cesarea Novielli, Human Resources 
Advisor; Benoit Basillais, Chief, Policy and Economics; Chantal Paul, Chief, 
Communications and Strategic Planning; Danie Cousineau, Secretary to the 
Commission 


i, from left to right: Roger Heard, Senior Officer, 
Commercial Operations, ee iceore Laplante, Acting Manager, Special Milk Class 
Permit Program: Mark Lalonde, Chief, Marketing Programs; Laval Létourneau, Chief, 
Commercial Operations; Gaétan Paquette, Senior Director, Finance and Operations: 
Chantal Laframboise, Manager, Pooling and Administration; Richard Rancourt, 
Chief, |.1.; Andre Berckmans, Manager, Financial Reporting, Accounting, and Treasury 


i, from left to right: Robert Hansis, Director, Audit 


a deen Hossein Behzadi, shane Program Audits; Nelson Coyle, Manager, 


Evaluation; Indira Gangasingh, Manager, Assurance Services (absent from the pic- 
ture). 


CORPORATE GOVERNANCE 

In 2009-2010, the Commission took the 
following measures to ensure good 
accountability. 


It held the CDC’s third Annual Public 
Meeting in January in Ottawa. 

The Commission completed a process to 
evaluate the performance of the Board. 
The conclusion of this evaluation was that 
the Board functions efficiently. The results 
were communicated to the Minister of 
Agriculture and Agri-Food and the 
Treasury Board Secretariat. 

The Commission updated its Corporate 
Risk Profile. This is an internal document 
that is reviewed at least once per year 
(latest review was January 2010) by 
CDC management. It outlines the risks 
identified by managers and directors as 
posing a threat to the core mandate of 
the CDC and/or to the achievement of 

its goals. The plan defines each risk, 
describes the existing measures for man- 
aging the risk, as well as incremental risk 
management strategies, and identifies the 
group responsible for implementing these 
strategies. The Profile is taken into con- 
sideration when doing the environmental 
analysis during the strategic planning 
session. 


The Commission approved the CDC’s 
Strategic Plan for 2010-2011. The 
Strategic Plan is an internal document 
that is produced following a one-day 
strategic planning session that the CDC 
Board and management hold every year 
in February. It contains the goals, objec- 
tives and activities for the coming year 
as well as who is responsible for each 
objective, timelines and performance 
indicators. This information is used when 
preparing the Corporate Plan. 

The Commission approved the Annual 
Report and Financial Statements for dairy 
year 2009-2010 as well as the budget 
for fiscal year 2010-2011. 

Internal audits performed during the year 
included the purchase and disposal of 
hardware and software, the special milk 
class permit system, the management of 
CDC loans, and the CDC Scholarship 
Program. 

The Scholarship Program was the subject 
of a program evaluation as were the 
Employee Recognition Program and inter- 
nal services of the CDC. 

A formal process was instituted to follow 
up on the implementation of recommen- 
dations resulting from internal audits and 
program evaluations. The Senior 


Management Team regularly reviews 
actions taken and reports back to the 
audit committee when all recommenda- 
tions have been addressed. 

The Commission had been working close- 
ly with other government bodies to seek 
amendments to the Canadian Dairy 
Commission Act in order to change its 
governance structure. The proposed 
changes were to remove the CEO position 
from the Board, to create a part-time 
vice-chairman position and to create a full 
time CEO position that would not be 

a member of the Board. These recom- 
mendations have been forwarded to 
Government for its consideration. 

In December 2009, the CEO and 
Chairman attended the Crown 
Corporation CEO/Chairperson Workshop, 
an event organized by the Treasury 

Board Secretariat. They received an 
update on the amendments to the 
Financial Administration Act, the Budget 
Implementation Act, financial reporting 
requirements, financial risk management, 
trade issues, and the appointment and 
remuneration process for Crown corpora- 
tion appointees. 
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Treasury Officer 


The mandate of the Canadian Dairy Commission (CDC) includes the development of dairy 
policy, the monitoring of demand and adjustment of supply in the dairy sector, the facilitation of 


industry discussions, and the pooling of milk revenues and markets. 


CHAIRING THE CANADIAN MILK 
SUPPLY MANAGEMENT COMMITTEE 
(CMSMC) 

The CMSMC is the key national body for 
policy development and discussions in the 
sectors of dairy production and processing. 
It includes representatives of producers and 
governments from all provinces and non 
voting representatives of national consumer, 
processor and producer organizations. As 
chair of the CMSMC, the CDC provides 
ongoing leadership, advice and analysis to 
the Canadian dairy industry while operating 
in close co-operation with national and 
provincial stakeholders and governments. 


At the CMSMC meeting held on July 21, 
2010, members renewed the Domestic 


Dairy Product Innovation Program for one 
year and accepted that the quota increases 
associated with this program be shared 
nationally at the end of the 2010-2011 
dairy year. At the same meeting, they 
asked the CDC to lead discussions for the 
creation of a national all milk pool with rep- 
resentatives of provincial boards, provincial 
governments and Dairy Farmers of Canada. 
The CDC will first establish, in collaboration 
with these partners, a work plan and a 
schedule that will frame discussions. 


DETERMINING AND 

ADJUSTING QUOTAS 

The Commission monitors trends in Canadian 
requirements (demand) and industrial milk 
production (supply) on a monthly basis. 


Canadian requirements are defined as the but- 
terfat required to fulfill domestic demand and 
planned exports for industrial dairy products. 


The national production target for industrial 
milk is called the Market Sharing Quota 
(MSQ). The MSQ is based on Canadian 
requirements. Demand is constantly monitored 
and, every two months, the MSQ is adjusted 
under the authority of the CMSMC to reflect 
changes in the domestic demand for industrial 
milk products, as well as changes in planned 
export activity. 


Because it is expressed on a butterfat basis, 
the MSQ also takes into account the fact that a 
portion of the butterfat from the fluid milk mar- 
ket will be used in the industrial milk market 
(skim-off). The objective when establishing the 
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MSQ is to minimize the possibility of shortages 
or surpluses in the domestic market. Any sur- 
plus that occurs is managed by adjusting the 
Market Sharing Quota, by temporarily storing 
surpluses at the expense of producers or, in 
exceptional circumstances, by exporting within 
Canada’s trade commitments. 


Over the course of the 2009-2010 dairy year, 
Canadian requirements were 51.06 million hl, 
up 2.04% from the previous year. A decrease 
in fluid skim-off created additional need for 


industrial milk. Growth at the retail level also 
played a role with yogurt and cheese sales 
increasing by 4.6% and 1.7%, respectively. 
In addition, households have changed their 
habits since the recession ended and sales 
of dairy products in the food service sector 
are improving. 


During the same period, industrial milk 
production increased to 50.94 million hl 
compared to 49.90 million hl a year earlier. 
Heat waves during the summer slowed down 


INDUSTRIAL MILK PRODUCTION, CANADIAN REQUIREMENTS AND MSQ (million hl) 


52. 
50 
48 | 
46 | 18.46 47.77 EEK 50.09 
a| | 


42] } 


40 


DO.61 


50.94 
49.90 


210.018) 51.06 


aoe | 


2005-2006 2006-2007 


—™ Production @ MSQ* 


2007-2008 


2008-2009 


2009-2010 


Canadian requirements 


*Weighted average MSQ, including the Domestic Dairy Product Innovation Program 


Canadian Dairy Commission—Annual Report 2009-2010 


production, which had been on an upward 
trend until that point. A return to growth is 
expected in the fall. National quota should be 
higher than ever, forage should be of a good 
quality in most regions, and incentives have 
already been put in place in some provinces to 
increase production. Butter stocks are expected 
to increase in the spring of 2011 even though 
quota was capped during the last six months 
of the 2009-2010 dairy year. 


PROVINCIAL SHARES OF MSQ* - JULY 31, 2010 


Butterfat Milk % 
(million kg) (million hl) 
Newfoundland and Labrador 0.51 0.14 0.3 
Prince Edward Island 3.08 0.85 led 
Nova Scotia 2.14 0.60 1.2 
New Brunswick Dads) 0.62 12 
Quebec 81.58 22.66 45.3 
Ontario 56.57 15.72 31.4 
Manitoba 6.62 1.84 3.] 
Saskatchewan 4.86 1.35 2.] 
Alberta 12.04 3.34 6.7 
British Columbia 10.42 2.90 5.8 
Total 180.08 90.02 100 


*Before sharing of markets 


POOLING OF MARKETS AND 
PRODUCER RETURNS 

For dairy producers, pooling agreements are 
a good tool to manage the financial risks 
associated with the evolution of the domes- 
tic market. In its role as a national industry 
facilitator, the Canadian Dairy Commission 
administers these pooling agreements on 
behalf of the dairy industry. 


Comprehensive Agreement on 


Pooling of Milk Revenues 


Under the Special Milk Class Permit 
Program implemented in 1995, competi- 
tively priced industrial milk is made 
available for use in dairy products and 
products containing dairy ingredients. The 
Comprehensive Agreement on Pooling of 
Milk Revenues provides a means for the 
market returns from the sale of milk to 
processors for special class purposes to 
be shared among all dairy producers. 


Agreement on the Eastern Canadian 

Milk Pooling 

Since 1996, the Agreement on All Milk 
Pooling has provided a means for revenues 
from all milk sales (fluid and industrial) and 
transportation costs, along with markets and 
the responsibility for skim-off, to be pooled 
among dairy producers in Ontario, Quebec, 
New Brunswick, Nova Scotia and Prince 
Edward Island (the P5). The CDC chairs the 
Supervisory Body of the pool, administers the 
pooling agreement, does the pooling calcula- 
tions and provides technical expertise and 
secretariat services to the pool. 


On March 15, 2010, all P5 signatories 
signed the revised P5 Agreement named 
Agreement on the Eastern Canadian Milk 
Pooling. The revised version provides the 
P5 Supervisory Body with greater flexibility 
to adapt and respond to ongoing challenges 
faced by the dairy industry. Part two of the 
new Agreement is continuously updated to 
take into account new decisions of the P5 
Supervisory Body. This way, the agreement 
better reflects the changing environment. 


The Ontario and Quebec bilateral negotiations 
regarding the harmonization of plant alloca- 
tion policies were suspended in 2009-2010 
due to provincial legal issues. The Maritime 
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Milk Allocation Committee, which has the 
mandate to discuss plant allocation policies 
in the Maritime Provinces, met on several 
occasions. The CDC chairs these meetings 
and provides technical advice. Both commit- 
tees will continue negotiations during the 
coming year. 


As of August 1, 2010, all producer boards 
with the exception of Dairy Farmers of Prince 
Edward Island (DFPEI) jointly manage a 
common producer quota policy. DFPEI is 
expected to join the common policy as of 
September 1, 2010. 


Western Milk Pooling Agreement 

In 1997, the four Western provinces 
(Manitoba, Saskatchewan, Alberta and 
British Columbia) implemented an all 

milk pooling system where revenues and 
markets for all milk classes are shared. The 
CDC chairs the Western Milk Pool (WMP) 
Coordinating Committee, administers the 


POOLS IN NUMBERS 2009-2010 
Fluid milk produced 


(million hl) 
PO 22.20 
WMP 10.04 


Industrial milk produced 


pooling agreement, does the pooling 
calculations and provides technical expertise 
and secretariat services to the pool. 


Several steps to harmonize policies among 
the WMP provinces were taken in the past 
year. The WMP provincial boards hired a 
consulting firm to seek ways of improving 
the effectiveness of milk allocation to 
processors and milk transportation. The 
recommendations of this study, released 

in June 2009, lead to the creation of a 
Steering Committee which oversees the 
implementation of the report’s recommen- 
dations. A project manager was hired to 
conduct the day-to-day activities of this 
harmonization process. With the help of 
working groups on transportation, policies 
and information technologies, the project 
manager has started to examine the issues 
outlined in the 2009 study. Draft harmo- 
nized policies are being created and 
reviewed by the WMP Steering Committee. 


Blend price to producer* 


(million hl) ($/hl) 
41.45 $72.44 
9.36 $75.67 


*|n-quota milk at 3.6 kg butterfat per hl 
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The WMP also adopted a WMP Milk 
Sampling Policy as well as the national 
standards for bacteria and inhibitor 
testing and the national procedure for 
inter-provincial loads. 


Joint efforts by the P5 and WMP to 
harmonize policies 

The CDC has continued to promote further 
harmonization within and between the two 
regional pools. Signatories to the P5 and 
the WMP agreements meet jointly twice a 
year. These joint meetings provide opportu- 
nities to discuss common issues and to 
share knowledge and expertise. The two 
pools agreed on a methodology that would 
narrow the gap in component prices for 
fluid milk over time. 


PRICING 

Each year, the CDC reviews and establishes 
support prices for butter and skim milk 
powder used by the CDC when purchasing 
or selling these dairy products. Support 
prices serve as a reference for provincial 
milk marketing boards and agencies when 
they establish the prices paid by processors 
for industrial milk. 


SUPPORT PRICES FOR BUTTER AND SKIM MILK POWDER FROM 2006 TO 2010 ($ per kg) 
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Two elements of the CDC’s mission are 
taken into account in the pricing decision: 
providing efficient producers with an ade- 
quate return on their labour and investment, 
and providing Canadian consumers with 

an adequate supply of high quality dairy 
products. Each year, the CDC holds pricing 
consultations and the views of dairy indus- 
try stakeholders are carefully examined 
before making this decision. 


Because input prices decreased slightly 
from their peak levels in 2008 and dairy 


producers could cover their cost of production, 
Support prices for butter and skim milk pow- 
der were left unchanged in 2010. Since the 
last Support price increase in February 2009, 
inflation of retail prices has been weaker for 
dairy products than for food in general. 


AUDIT AND PROGRAM EVALUATION 
In terms of audit, the CDC has a dual 
accountability: 


mw to the Government of Canada, given that 
the CDC is a Crown corporation; and 


a to dairy industry stakeholders, in light of 
the programs administered by the CDC 
on their behalf. 


External Audits 

External audits are, in large part, performed 
on companies participating in the Special 
Milk Class Permit Program. Risk assessment 
is used to identify high risk companies 
among program participants. During the 
2009-2010 dairy year 41 companies were 
audited, resulting in claims of approximately 
$430,000 from these companies. 


The CDC continues to work with provincial 
auditors to assist in the audit of Special Class 
transactions. It provides advice on practices 
related to plant utilization audits and on the 
implementation of the National Audit 
Standards to further harmonize these audit 
practices across Canada. 


The Commission also performs the milk plant 
utilization audits in Manitoba, Newfoundland 
and Labrador, Nova Scotia, Prince Edward 
Island, New Brunswick and Saskatchewan 
on a cost-recovery basis. The contracts with 
Manitoba and Saskatchewan expired on July 
31, 2010 and will be re-negotiated. 
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Internal Audits 

As mandated by the Financial 
Administration Act, internal audits must 
be carried out on the systems, practices 
and programs of the Commission. The 
Internal Audit/Program Evaluation Advisory 
Committee, comprised of managers and 
directors and chaired by the CEO, reviews 
audit priorities, approves the annual audit 
plan and monitors progress of audit 
activities. 


In 2009-2010, the following internal audit 
work was performed: the CDC’s purchase 
and disposal of hardware and software was 
examined. The computerization of the cash 
book and management of CDC’s loan was 
also audited and the new system was found 
to be more efficient because it eliminates 
certain manual accounting entries. 


A consultant was hired to review the special 
milk class permit system which was last 
reviewed in 1997. Although significant 
changes to the program have improved 
controls and efficiency since then, manage- 
ment agreed to address certain issues. 


Furthermore, the CDC will require greater 
assurance on related special class pool 
transactions from plant utilization auditors. 


The CDC Scholarship Program was also 
audited. Universities generally awarded 
scholarships and spent the funds as intend- 
ed but could improve reporting of their 
activities to better comply with the written 
agreements. It was also agreed that the 
CDC should keep more formal records on 
the Program in the future. 


An audit of travel expenses and hospitality 
was completed and another on the Domestic 
Dairy Product Innovation Program is nearing 
completion. The audit of the CDC’s contribu- 
tions to fluid milk promotion will be 
completed early in the next dairy year. 


Program Evaluations 

The three following program evaluations 
were completed in the last dairy year and 
evaluation staff worked with CDC employees 
and the CMSMC to implement the resulting 
recommendations. The CDC Scholarship 
Program was evaluated and recommenda- 


tions (including renewal of the program) 
were presented to the Commission. The 
Employee Recognition Program was also 
evaluated. Recommendations were present- 
ed to an advisory committee of managers 
and employees, and a new program was 
implemented. Finally, employee satisfaction 
with the internal services provided by the 
CDC was evaluated. 


IMPORTS 

Under the terms of the 1994 WTO 
Agreement on Agriculture, Canada has 
established tariff rate quotas (TRQ) for a 
number of dairy products. TRQs are the 
quantities of products that can enter Canada 
with little or no tariff. With the support of 
the industry, the CDC has acted as the 
receiver of imports of butter under federal 
permit since 1995 and has directed this 
product to the food sector through butter 
manufacturers. This year, the tariff rate 
quota for butter remained at 3,274 tonnes. 
Of this, approximately two thirds (2,000 
tonnes) is specifically allocated to New 
Zealand. 


EXPORTS 

During the 2009-2010 dairy year, the 
majority of dairy product exports were per- 
formed by the private sector under permits 
from the CDC. The main role of the CDC 
was to dispose of the structural surplus of 
solids non fat mainly in the form of skim 
milk powder or blends containing skim milk 
solids. However, for the first time in three 
years, the CDC had to remove surplus but- 
terfat as well. During the 2009-2010 dairy 
year, Canada exported 8.7 million kg of 
skim milk powder. Using 5(d) permits, the 
CDC purchased 2.0 million kg of surplus 


butter of which 0.7 million kg was exported. 


EXPORTS LIMITS AND PRODUCTS EXPORTED 


In regard to cheese exports, the CDC’s 
major responsibility is to deliver certificates 
to Canadian exporters that give them 
access to the aged cheddar market in the 
European Union. In 1980, Canada negoti- 
ated a special access quota with the 
European Union. The current access level 
is 4,000 tonnes, but for the second year in 
a row, Canada was not able to take advan- 
tage of part of that access. We have partly 
compensated by issuing 5(d) permits for 
other markets. In total, Canada has export- 
ed 4,337 tonnes of cheese within the limits 
of Canada’s export commitments under its 
WTO obligations. 


Category Export limit Product exported 
(million $) (million $) 
Butter 11.025 AA | 
Cheese 16.228 3-997 
Skim milk powder 31.149 31.149 
Others 22.505 22.505 
Incorporated products 20.276 20.276 


INDUSTRY SUPPORT 

The CDC regularly supports a number of ini- 
tiatives that benefit the entire dairy industry. 
One of these is the Canadian Quality Milk 
Program which is administered by Dairy 
Farmers of Canada. This HACCP-based 
program aims to further improve the quality 
of raw milk. The CDC contributes $300 for 
each Canadian dairy farm validation. This 
reduces the costs of the program for farmers 


4 


and creates an incentive for them to partici- 
pate. During the 2009-2010 dairy year, the 
CDC contributed $325,800 to this project. 


The CDC also partners with Dairy Farmers 
of Canada to fund Project Podium, a cam- 
paign that promotes chocolate milk as a 
recovery drink after physical activity. CDC’s 
contribution to this campaign in 2009-2010 
amounted to about $876,200. 


Finally, the CDC agreed to finance a dairy 
research cluster with Agriculture and Agri- 
Food Canada, Dairy Farmers of Canada, 
and the Natural Sciences and Engineering 
Research Council. This fund, which totals 
$11.8 million, will allow strategic research 
activities to take place. The CDC’s contribu- 
tion to this fund is $1.5 million over the 
three year period of this program. 
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PROGRAMS 


jamie Stephen, Danielle Sabourin, Clau idge Fairweather, ~- 
: and Martine Leblanc, Speci Program agents 


ay 


The Canadian Dairy Commission administers a 
number of programs related to market supply 
and growth on behalf of the Canadian Milk 


Supply Management Committee (CMSMC). 


DOMESTIC SEASONALITY PROGRAMS 
Domestic Seasonality Programs allow the 
industry to cope with the seasonal demand 
for dairy products. The industry has man- 
dated the Canadian Dairy Commission 
(CDC) to operate these programs in cooper- 
ation with the private sector. Generally, the 
CDC buys and stores products when con- 
sumption is low and sells to processors 
when consumption rises. These transac- 
tions take place at support prices. 


Butter 

The CDC holds a quantity of butter in storage 
throughout the year. The CMSMC set 12 mil- 
lion kg of butter as target stocks for August 1 
each year. This is referred to as the normal 
butter inventories. The total stocks of butter 
are an indicator to the industry of possible 
surpluses or shortages of butterfat in the 


marketplace. This information is used to assess 
whether production quotas should be adjusted 
and indicates the need to manage surpluses. 


In order to defray the costs associated with 
storing the normal levels of butter stocks, an 
amount is collected from consumers by the 
Commission through pooling arrangements 
and |s adjusted as required to correspond to 
the actual costs associated with these stocks. 
The consumer levy remained unchanged in 
2009-2010 at 8 cents per hl. Costs associ- 
ated with butter stocks above normal 
inventories or with any other products under 
the Domestic Seasonality Programs are paid 
by Canadian dairy producers. 


Milk Powders 

The CDC operates a program for the storage 
of specialty types of milk powders such as 
low-heat skim milk powder and whole milk 


powder. It encourages manufacturers to 
make these products when the supply of 
milk is plentiful, thus minimizing the 
demand for fresh milk to make these 
products in the fall when demand for other 
products is stronger. Stocks held under this 
seasonality program help to balance the 
supply and demand of non-fat milk solids. 


Concentrated Milk Assistance Program 

The Concentrated Milk Assistance Program 
(CMAP) is used to encourage the production 
of evaporated and sweetened condensed 
milk during the period of the year when 
milk supply is abundant. Unlike the other 
Domestic Seasonality Programs where the 
CDC actually purchases and sells the prod- 
ucts, the CMAP is a financial assistance 
program which compensates manufacturers 
for the carrying charges associated with 
additional storage time. 
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Carrying charges associated with the CDC’s 
Domestic Seasonality Programs for butter 
and skim milk powder totalled $3.2 million 
in 2009-2010. 


SURPLUS REMOVAL PROGRAM 

The CDC administers a Surplus Removal 
Program on the industry’s behalf. The 
CMSMC directs the CDC in operating the 
program. The program ensures that milk 
surplus to the domestic market is removed 
in the appropriate region and in a timely 
fashion. Under this program, the CDC buys 
surplus butter or skim milk solids. In the 
rare Instances where excess butterfat 
occurs, the CDC buys the excess butter and 
may sell it on the export market. The CDC 
buys the surplus of skim milk solids and 
sells it either on the export market or in 
marginal domestic markets such as the ani- 
mal feed market. All these exports must fall 
within Canada’s trade commitments. Both 
the export and animal feed markets yield 
lower returns to producers than the regular 
domestic classes. Revenues from these 
markets are shared among all Canadian 
producers through the Comprehensive 
Agreement on Pooling of Milk Revenues. 
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Inventories 

Within the framework of the Domestic 
Seasonality and Surplus Removal pro- 
grams, the CDC must hold inventories of 
dairy products. The Commission began the 
2009-2010 dairy year with 15,690 tonnes 
of butter and 34,610 tonnes of skim milk 
powder in inventory. During the year, the 
CDC purchased 27,890 tonnes of butter and 
26,240 tonnes of skim milk powder. Sales of 
28,420 tonnes of butter and 36,040 tonnes 
of skim milk powder left respective closing 
inventories of 15,166 and 24,814 tonnes as 
of July 31, 2010 (statistics include imports 
of butter and butteroil). 


DAIRY MARKETING PROGRAM 

The new Matching Investment Fund (MIF) 
took effect August 1, 2009. This $6 million 
fund provides financial assistance to encour- 
age companies to re-formulate and innovate 
using Canadian dairy products and ingredi- 
ents, especially solids non fat products 
such as skim milk powder and milk protein 
concentrate. More than 30 proposals were 
received at the CDC of which 6 have been 
approved. Funding committed by the CDC 
under the MIF for the 2009-2010 dairy 


year totalled $0.5 million. Approved projects 
include pet foods which incorporate cheese 
ingredients, ethnic prepared foods and 
nutraceutical products. 


In 2009-2010, the CDC organized another 
successful Western Canadian dairy ingredi- 
ents seminar in Manitoba. It also participated 
in the annual Canadian Institute of Food 
Technologists Suppliers Night event in 
Montreal and in the Baking Congress Trade 
Show in Toronto. The CDC partnered with 
INITIA in Quebec to present a seminar on 
the health benefits associated with milk 
components and with the Guelph Food 
Technology Centre to present a seminar/ 
workshop on Innovation, regulations and 
emerging trends in the Canadian dairy 
industry. 


SPECIAL MILK CLASS 

PERMIT PROGRAM 

The Special Milk Class Permit Program 

was implemented in 1995 to allow further 
processors to remain competitive in the 
marketplace. Through this system, milk 
components are made available at competitive 
prices to manufacture dairy ingredients des- 
tined for use in further processed products. 


Further processors are able to access these 
dairy ingredients by means of a Special Milk 
Class permit issued by the Canadian Dairy 
Commission. 


Class 5(a) permits are issued for cheese used 
as an ingredient in further processing for the 
domestic and export markets. Class 5(b) per- 
mits are issued for all other dairy products 
used as ingredients in further processing for 
the domestic and export markets. Class 5(c) 
permits cover dairy products used as ingredi- 
ents in the confectionery sector destined for 
the domestic and export markets. 


Further processors used the equivalent of 
6.71 million hl of milk in the 2009-2010 
dairy year, an increase of 4.8 % over the 
previous dairy year. The average revenues 
obtained for producers from these three class- 
es amounted to $29.36/hl compared to 
$33.24/hl for the previous dairy year. A total 
of 1,514 permits were issued this year for 
classes 5(a), (b) and (c), most of which were 
class 5(b) permits. The number of further 
processors participating in the program rose 
to 1,382 in 2009-2010, up from 1,260 in 
the previous year. 


VOLUME OF MILK SOLD (in million hl) AND AVERAGE PRODUCER REVENUES ($/hl)* 


Class 2005-2006 2006-2007 2007-2008 2008-2009 2009-2010 
5(a) Volume 198) 2.16 216). 2.09 ears 
Price $34.29 $33.63 $43.71 $36.19 $29.76 
9(b) Volume 22), 2.66 30 es al 
Price $32.46 $31.77 $42.02 $31.67 $28.92 
9(c) Volume. 1.44 1.59 Lor 1.29 5123 
Price $29.98 $29.90 $40.98 $29.32 $29.73 
Total Volume 9.69 6.40 6.82 6.35 6.71 
Price $32.63 $31.76 $42.43 $33.24 $29.36 


* Volumes and prices are calculated at 3.6 kg of butterfat per hl, using the latest standard tests for all dairy years. 


DOMESTIC DAIRY PRODUCT 
INNOVATION PROGRAM 

The Domestic Dairy Product Innovation 
Program (DDPIP) encourages the 
manufacture of new and innovative prod- 
ucts on the domestic market. It allows for 
the addition of specific volumes of milk to 
provincial quotas to ensure that the milk 
Supply needed to produce innovative prod- 
ucts is available to successful applicants. 
In July 2010, the CMSMC agreed to extend 
the DDPIP until July 31, 2011 with the 


understanding that any additional milk 
quota resulting from the program will be 
shared on a national basis. 


During the 2009-2010 dairy year, firms in 
Quebec, Ontario, Alberta, British Columbia 
and Prince Edward Island used 52.3 million 
litres of milk under the DDPIP. In 2008- 
2009, the total was 43.7 million litres. This 
represents approximately half of the maxi- 
mum utilization limit which was established 
at 2% of the MSQ (approximately 100 mil- 
lion litres). 
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This year, the Selection Committee received 
108 applications compared to 40 during the 
previous year. This drastic increase in the 
number of applications can be explained by 
the fact that the program was scheduled to 
end on July 31, 2010 before the CMSMC 
decided to extend it. Most applications 
involved new specialty cheeses. Of the 108 
applications received, 60 met the program 
criteria and were accepted, 47 were rejected 
and 1 still requires additional information 
before a decision can be made. 


SCHOLARSHIP PROGRAM 

The CDC Scholarship Program was launched 
in June of 2006 to promote graduate studies 
in agricultural economics and policy, and food, 
dairy or animal science as these fields relate to 
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the dairy industry. It provides $20,000 per 
year for up to two years to full time M. Sc. 
students and $30,000 per year for up to three 
years to full time Ph. D. students. The five- 
year program has a total funding commitment 
of $3 million to be distributed to universities 
across Canada as follows. 


Nova Scotia Agricultural College $200,000 
Université Laval $400,000 
Novalait $600,000 
University of Guelph $1,000,000 
University of Manitoba $200,000 
University of Saskatchewan $200,000 
University of Alberta $200,000 
University of British Columbia $200,000 
TOTAL $3,000,000 


As of August 1, 2009, 37 scholarships 

had been granted at the Masters level and 
15 scholarships had been granted for doc- 
toral studies. Scholarships are available to 
Canadian citizens and landed immigrants. 
Institutions which benefit from the program 
are asked to try to match the CDC’s funding 
and are required to provide a detailed annual 
report of how the funds are administered. As 
the initial CDC Scholarship Program is due to 
end in 2010-2011, the Commission will be 
reviewing the possibility of renewing it in the 
near future. 


Frangois Pellerin, Local Area Network Manager_ 
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ACHIEVEMENTS FOR 2009-2010 
This section lists the goals set by the Canadian Dairy Commission (CDC) for 2009-2010 and 
describes the objectives, performance indicators and results related to each. 


Strategic Goals 


GOAL |. The Canadian dairy industry successfully adapts to change. 
PERFORMANCE INDICATORS 


OBJECTIVES 


Key dairy industry stake- 


holders are discussing the 
evolution of the dairy industry 
within supply management. 


e A background document on the main issues 


facing the dairy industry has been prepared. 


¢ Key stakeholders have been consulted. 


¢ Stakeholders are engaged in discussions. 


The CDC is better prepared to 
deal with potential issues 
impacting the industry. 


¢ The efficiency of tariff walls is monitored on a 


continuous basis and reported to the industry in 
collaboration with Agriculture and Agri-Food 
Canada (AAFC). 

An industry plan has been developed to face a 
sudden surge of imports. 

The roles of the CDC, AAFC and the Canadian 
Food Inspection Agency (CFIA) have been 
clarified in the case of an industry emergency 
affecting domestic milk supply. 

Regular World Trade Organization (WTO) reports 
are presented to the Commission and regular 
meetings are held with Canadian negotiators. 


RESULTS PERCENTAGE 
COMPLETE 

¢ A background document outlining the main issues facing the dairy 100 
industry is being prepared internally. 

¢ Consultations did not begin and the work has been postponed to 0 
2010-2011. 

¢ Postponed to 2010-2011. 0 

¢ A bi-weekly report is prepared for internal use and limited circula- 100 


tion to AAFC and Dairy Farmers of Canada (DFC). 


¢ No progress on this issue so far. 0 
¢ A meeting was held to discuss the respective roles of the CDC, 100 
CFIA and AAFC in the event of an industry emergency affecting the 


quality of milk and as a result affecting domestic milk supply. 


¢ Reports are presented monthly and one meeting was held. 100 


PERFORMANCE AND GOALS 
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GOAL 1. The Canadian dairy industry successfully adapts to change. (continued ) 


OBJECTIVES PERFORMANCE INDICATORS RESULTS 
¢ New communication tools are put in place to ¢ The CDC Market Bulletin was significantly improved and is now 
better inform the dairy industry. available on the CDC Internet site every month. 


GOAL 2. The Canadian dairy industry takes a strategic approach to market development. 


OBJECTIVES PERFORMANCE INDICATORS RESULTS 
COMPLETE 
Net opening stocks of skim ¢ The Market Committee has been advised of new ¢ The CDC presented new market opportunities for SNF amounting to 
milk powder (SMP) equiva- market opportunities reaching 10,000 t. over 10,000 t. 
lent on August 1, 2010 are ¢ A new pricing strategy for milk solids non fat ¢ The CMSMC accepted a new initiative in class 4(m) recommended 
below 20,000 t. (SNF) started on February 1, 2010. by the Market Committee to develop the SNF markets identified 
above. 
¢ A report outlining the potential means to reduce ¢ Preliminary work indicates limited potential for reduction of SNF 
the production of milk solids non fat at the farm production at the farm level. 


has been presented to the Canadian Milk 
Supply Management Committee (CMSMC). 
¢ Utilization of SMP in animal feed totals 30,000 t. ¢ Utilization of SMP in animal feed during the dairy year exceeded 
40,000 t. 
¢ SMP stocks in class 4(m) as of August 1, 2010 were at 21,850 t. 


The growth of the Canadian e 5 Matching Investment Fund (MIF) projects are ¢ The MIF received over 30 submissions of which 6 received funding. 
market for dairy products underway. 
and components is support- ¢ The CDC participates on the Board of Directors ¢ The CDC participates with Dairy Farmers of Canada in the research 
ed by CDC initiatives. responsible for the administration of the research cluster approved by AAFC. 

cluster funding from AAFC. 


PERCENTAGE 
COMPLETE 


100 


PERCENTAGE 


100 


100 


GOAL 2. The Canadian dairy industry takes a strategic approach to market development. (continued) 


OBJECTIVES PERFORMANCE INDICATORS RESULTS 
¢ lf applicable, a decision was made on CDC's ¢ The CDC’s financial participation is $1.5 million. 
participation in the research cluster funding 
proposal. 
¢ Agreements have been signed with industry * In 2009-2010, the CDC committed $1.7 million towards a national 
promotion organizations. milk promotion program which markets chocolate milk as a recovery 


drink after physical activity. 


GOAL 3. The CDC is a dynamic, learning organization that lives its values. 


OBJECTIVES PERFORMANCE INDICATORS RESULTS 
CDC managers embrace ¢ CDC managers have received training on the ¢ This training was received in October 2009. The same learning 
creative best practices for expectations of the various generations in the activity was offered to all other CDC staff in March 2010. 
employee attraction and workplace. 
retention. ¢ The CDC employee turnover rate is below the ¢ The CDC employee turnover! is 0% whereas the average turnover in 
average of the Public Service. the Public Service is 1.4%. 
¢ Within the succession plan of the CDC, potential e The key position profiles were completed. Potential successors were 
successors for 50% of key positions have been identified during the end of year performance evaluation of staff, in 
identified. July 2010. 
¢ Development plans have been established for ¢ These development plans will be established as part of the develop- 
these successors. ment plans of employees for the new dairy year (2010-2011). 


PERCENTAGE 
COMPLETE 


100 


100 


PERCENTAGE 
COMPLETE 


100 


100 


‘Turnover: number of employees leaving for a position outside of the public service/total number of employees. No figure available for public service beyond March 31, 2008. Note 


that one year of data is relatively meaningless. 
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GOAL 3. The CDC is a dynamic, learning organization that lives its values. (continued ) 


OBJECTIVES PERFORMANCE INDICATORS RESULTS 
CDC employees have a good e 5 teams of the CDC have presented their activi- ¢ 5 presentations were made to the staff. 
knowledge of the various CDC ties to the rest of the staff. 
activities and a general under- ¢ At least 20 staff members have followed a ¢ A one-day dairy science course was presented by two University 
standing of the dairy industry. course on the processing of dairy products. of Guelph professors to approximately 40 CDC staff and other 
attendees from the industry. 
¢ Staff meetings are held monthly. ¢ Management met with staff on a regular basis. 
¢ An orientation session on the milk supply man- ¢ The orientation session for decision-makers of the industry was 
agement system has been offered to all staff. presented to 28 staff members on April 8. 
¢ A new orientation method has been implement- ¢ A revised, more comprehensive orientation package was developed 
ed and used with new employees. and will be completed shortly. 


PERCENTAGE 
COMPLETE 


100 


100 


100 


100 


75 


OUTLOOK 


The Canadian dairy industry and the 

world market 

During the 2009-2010 dairy year, the world 
market for dairy products has gradually 
improved. This is particularly true for prod- 
ucts containing butterfat. While the price 
of skim milk powder (SMP) has been very 
volatile, the prices of butter, cheese and 
whole milk powder have slowly increased 
during the first ten months of the dairy year. 
Since June however, we have observed a 
general weakness in the price of most dairy 
products. One of the reasons for this recent 
downward trend is the weak economic 
recovery in many countries. Another is 
improved milk production in the Northern 
hemisphere and positive production fore- 
casts in Oceania. New Zealand milk 
production should increase by about 5% 
compared to the previous year and a 

more modest 3% increase is expected in 
Australia. Unless the world experiences 
another recession, we are confident that 
prices on the international market will 
improve during the first half of the next 


dairy year as we do not expect global milk 
supply to exceed demand in the near term. 


It seems unlikely that a new World Trade 
Organization (WTO) agreement will come 
into force during the 2010-2011 dairy year. 
However, under current trade rules dairy 
products could enter the country over and 
above the tariff rate quota given a 
combination of low world prices and a 
strong Canadian currency. Depending on 
volumes, such imports could disrupt milk 
supply management. Furthermore, Canada 
has entered bi-lateral trade talks with the 
European Union with the goal of reaching 
a Comprehensive Economic and Trade 
Agreement (CETA) by the end of 2011. 
The CDC continues to monitor all trade 
negotiations closely. 


Domestic markets 

The dairy market in Canada is mostly mature. 
Further growth is expected to be modest and 
opportunity for expansion to be limited at both 
the farm and plant level. During the recent 
economic slow-down, consumers bought 
fewer dairy products in the food service and 
restaurant sector and more at retail, but the 


overall demand continued to increase slowly. 
As the economy recovers, households are 
gradually returning to restaurants and as a 
consequence, the growth rate of retail sales 

is expected to soften. In addition, the industry 
faces competition from a few substitute prod- 
ucts and the positive effect of skim-off from 
fluid milk on industrial milk demand may 
soften as well. 


Harmonization 

The further harmonization trend that started 
two years ago is still strong in both regional 
pools. In the WMP, provinces are following 
up on the report on harmonization com- 
missioned in 2009 and several committees 
were created to consider and develop policies 
that would implement its recommendations. 
A WMP coordinator was hired to assist the 
producer boards with this process. The 
Eastern provinces pursued efforts to 
harmonize producer quota policies. Since 
December 1, 2009, Quebec, Ontario and 
Nova Scotia jointly manage their quota. 
They were joined on July 1, 2010 by New 
Brunswick, and Prince Edward Island will 
join in the new dairy year. 
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At the meeting of the CMSMC in July 2010, 
the idea of a national pool gained momen- 
tum and the CDC was entrusted with the 
mandate of initiating discussions about a 
nationwide pool for all milk with provincial 
marketing boards, provincial governments 
and Dairy Farmers of Canada. 


Trends in the workplace 

Recruiting employees with specialized knowl- 
edge in the fields of agricultural economics 
and the dairy industry remains a challenge 
due to the small number of potential candi- 
dates and the situation could become worse 
if enrolment in some faculties of agriculture 


declines. Employee attraction and retention 
are therefore important. The CDC is aware 
that it will face strong competition from other 
government departments and the private sec- 
tor to replace people who either move on or 
retire. The priorities of the generations now 
entering the work force are different from 
those of previous generations and the job 
market is such that they have alternatives. 
Also, in order to deal with a lean workforce 
and increased stakeholder demands, the 
CDC will continue to automate and stream- 
line its processes to increase efficiency. These 
parameters will guide the CDC’s management 
and planning of human resources. 


GOALS FOR THE PERIOD 2010-2011 TO 2014-2015 

The CDC has identified the following goals for the planning period, which are in line with the 
preceding outlook. They are the same goals as in the two previous years and remain relevant 
for the foreseeable future. They will be reviewed every year and are subject to change based 
on the policy decisions of the CMSMC, the conclusions of the various trade negotiations, and 
the general orientations of the federal government. 


Strategic Goals 


GOAL L. The Canadian dairy industry successfully adapts to change. 


OBJECTIVES PERFORMANCE INDICATORS FOR 2010-2011 
Key dairy industry stakeholders are discussing the evolution of the dairy ¢ Consultations were held with key industry stakeholders. 
industry within supply management. ¢ A summary report and recommendations were written and circulated to stakeholders. 


¢ The Commission consulted on, and adopted a new methodology for establishing 
support prices. 


The CDC is better prepared to deal with potential issues impacting the ¢ A review of the current provincial and federal legal frameworks was performed and 
industry. a summary was prepared and circulated to stakeholders. 
¢ Monthly reports and specific analysis on trade negotiations were presented to 
the Commission. 
¢ Reports on the effectiveness of the current tariffs for dairy products were prepared 
and circulated to the industry. 
¢ The CDC Web site was redesigned to include new interactive tools for efficient 
information flow. 
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GOAL L. The Canadian dairy industry successfully adapts to change. (continued) 
OBJECTIVES PERFORMANCE INDICATORS FOR 2010-2011 


Facilitate further harmonization within the pools and at the national level in * The Quebec/Ontario Milk Allocation Working group reconvened negotiations. 
order to be better positioned for a national pool. ¢ The Maritimes Milk Allocation Working Group has completed its analysis and 
prepared a report. 
¢ Harmonized policies were presented to provincial boards for approval and eventually, 
implementation. 
¢ A meeting of provincial auditors was held to identify differences in milk use 
declaration and audit procedures and to recommend best practices for harmonization. 
Progress was achieved on various files such as fluid component pricing, the Domestic 
Dairy Product Innovation Program (DDPIP), and East-West pricing. 
¢ Reports presented to each pool were harmonized and simplified. 


GOAL 2. The Canadian dairy industry takes a strategic approach to market development. 


OBJECTIVES PERFORMANCE INDICATORS FOR 2010-2011 


Grow the demand for milk components. ¢ The new DDPIP program was agreed to and implemented by the CMSMC. 
¢ $1.5 million were allocated to projects under the Matching Investment Fund. 
e The CMSMC made a decision on a methodology to introduce and remove 
the growth allowance. 
* A market development committee for processors was created, held meetings and its 
recommendations were shared with the Market Committee and the CMSMC. 


Optimize producer returns for solids non fat (SNF) and further reduce ¢ Use of milk protein concentrates in Class 4(m) has increased. 
closing skim milk powder (SMP) inventories from 20,000 to 10,000 t. ¢ Use of SNF in class 4(a)1 went from 18,000 to 20,000 t. 

¢ Use of SNF in Special Classes went from 8,000 to 10,000 t. 

e Inventories of SMP are at 10,000 t on July 31, 2011. 


Operational Goai 


GOAL 3. The CDC is a dynamic, learning organization that lives its values. 


OBJECTIVES PERFORMANCE INDICATORS FOR 2010-2011 


Continue the implementation of the succession plan. ¢ Potential successors were identified for each key position. 
¢ Development plans were designed for each potential successor. 


Attract and retain employees. ¢ A framework for alternative working arrangements was established, policies modified 

or written accordingly and acceptable arrangements presented to CDC employees. 

¢ The Board made a decision on the renewal of the CDC Scholarship Program. 

¢ Managers and staff were made aware of the existence of “non traditional” learning 
activities and 10 staff members have included them in their development plans. 

¢ Scenarios were prepared and the Commission made a decision whether or not to 
amend the CDC Act to allow for increased mobility of CDC employees within the 
public service. 


Deal with emerging and existing governance trends. * Systems are ready to prepare financial statements using both GAAP and IFRS. 
¢ An assessment of the resources needed to comply with government security policies 
was prepared and submitted to the senior management team. 
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— FINANCIAL 
REPORT 


Guoyu Gary Wu, Programmer-Analyst and Data Administrator 
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MANAGEMENT'S DISCUSSION AND ANALYSIS 

The following discussion and analysis of the operating results and financial position of the 
Canadian Dairy Commission (CDC) for the year ending July 31, 2010 should be read in con- 
junction with the financial statements of the Commission enclosed herein and the annual report. 


SELECTED KEY RESULTS OF OPERATIONS 


Skim milk powder sales for 2009-2010 
amounted to 8,231 tonnes which is slightly 
less than the previous year when sales 
reached 8,860 tonnes. The average selling 
price per kg was similar to the previous year 
and translated into revenues of $21 million 
compared to $22.7 for 2008-2009. 


Export activities 


Sales 

The revenue Is slightly higher compared to 
the previous year mainly due to the fact that 
we not only sold skim milk powder (SMP) 
on the export market but also a small quan- 
tity of butter. 
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Butter sales for the year amounted to 
675 tonnes which generated revenues 
of $2.7 million. There were no sales of 
butter in the previous year. 


Cost of sales 

The CDC purchases surplus dairy products 
destined for export at prices that reflect pre- 
vailing world market conditions with the 
intent of breaking even over the course of 
each dairy year. As these markets are very 
difficult to predict, the CDC may sometimes 
finish the dairy year with small gains or 
losses that reflect this price uncertainty. 


For the dairy year ending July 31, 2010, 
the cost of export sales totalled $25.2 mil- 
lion, corresponding to sales of $23.7 million 
resulting in a loss of $1.5 million. Of this 
amount, $1.0 million is attributed to butter 
exports and $0.5 million to SMP exports. 
The more significant loss on the butter sales 
was due to the fact that some of the butter 
was initially purchased for the domestic 
market at the Canadian support price. 
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Domestic activities 

Sales 

In the 2009-2010 dairy year, total revenue 
from domestic sales increased by $31.8 
million or 15.2% compared to the previous 
dairy year. This is mainly due to higher 
sales of Plan B butter to processors and 
skim milk powder to Canadian animal 

feed manufacturers. 


In the case of Plan B butter, a quantity of 
22,399 tonnes was sold this year compared 


DOMESTIC ACTIVITIES 
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to 19,401 tonnes in the previous year. This 
increased revenues by approximately 

$23 million. An excess of butterfat in the 
marketplace required that the CDC purchase 
more Plan B butter this year compared to 
the previous year. As the Plan B program 
requires manufacturers to repurchase the 
butter within a pre-determined period of 
time, the increase in purchases translated 
into a higher volume of sales. Evidence of 
surplus in the marketplace was also shown 
in the amount of butter that was purchased 


2009-2010 


~ Cost of Sales 


and sold for export as shown in the previous 
section of this report. 


Sales of SMP to the animal feed sector under 
class 4(m) amounted to 25,189 tonnes in 
2009-2010, an increase of 5,631 tonnes 
compared to the previous dairy year. This 
generated additional revenues of approxi- 
mately $10.7 million. The increase in sales 
to the animal feed sector was the result of 
efforts by the CDC to reduce the inventories 
of SMP accumulated in the previous year. 


Cost of sales 

For the dairy year ending July 31, 2010 the 
cost of domestic sales totalled $227.5 million 
compared to sales revenues of $241 million 
which translated into a profit of $14 million 
in domestic activities. 


The increase in sales of SMP in the animal 
feed market, coupled with a lower purchase 
price, explains most of the gains achieved 
in the domestic activities account. The cost 
of butter and skim milk powder sold under 
Plan A and Plan B closely matched the sell- 
ing prices achieved during the year as these 
products were purchased and sold at pre- 
vailing Support prices. 


The CDC continues to import butter as part 
of Canada’s obligations under the World 
Trade Organization Agreement (WTO). 

This butter is purchased at prevailing world 
prices and is directed to the further process- 
ing industry through butter manufacturers. 
While revenues were similar for both years, 
the average purchase price for butter on the 
world market was slightly lower this year 
which generated slightly better returns. 


Carrying charges 

Two of the major components of carrying 
charges are storage costs for inventory 

and interest expense incurred to purchase 
products. Carrying charges went from 

$6.8 million in 2008-2009 to $5.5 million 
in 2009-2010. This reduction of $1.3 mil- 
lion in the overall carrying costs is the result 
of continuing low interest rates. Interest rates 
were expected to return to more normal levels 
in 2009-2010, however, due to the slow 
economic recovery, rates remained low. 
Carrying charges benefited directly from these 


CARRYING CHARGES 


unusually low rates with interest expense for 
the year totalling only $0.38 million com- 
pared to $1.8 million in the previous year. 


Storage costs this year have remained at the 
same level as the previous year at approxi- 
mately $4.4 million. Low interest rates may 
not continue over the long term so we antic- 
ipate a gradual return to more normal levels 
as the economy continues to recover. As a 
result, future carrying charges are expected 
to increase even if other variables remain 
constant. 
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Inventories and loans 

Average inventory levels were 7.4% lower 
in the 2009-2010 dairy year compared to 
the previous year which resulted in a slight 
decrease in our average loan requirements. 
In spite of this decrease, the CDC requested 
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2006-2007 


and obtained through its Corporate Plan, 
the approval from the Minister of Finance 
to maintain the current loan limit of $175 
million in order to respond to unforeseen 


circumstances brought on by changing 
market conditions. 
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Risk management 

All business enterprises are Subject to risks 
in their ongoing operations. The CDC has 
identified the major risk factors and has 
established policies and procedures to 
manage these risks. 


The Commission has prepared a Corporate 
Risk Profile which is reviewed and updated 
at least once per year (latest review was 
January 2010) by CDC management. It 
outlines the risks identified by managers 

and directors as posing a threat to the core 
mandate of the CDC and/or to the achieve- 
ment of its goals. The Profile defines each 
risk, describes the existing measures for 
managing the risk, as well as incremental 
risk management strategies and identifies 
the group responsible for implementing these 
strategies. The Profile is taken into considera- 
tion when doing the environmental analysis 
during the Commission’s annual strategic 
planning session. 


Credit risk is the exposure to financial 

loss due to a customer failing to meet his 
financial obligations to the CDC. The CDC 
manages this risk by selling product on a 
“nayment first” basis, securing bank guaran- 
tees and obtaining letters of credit. Other 


strategies include carrying out business only 
with credit worthy customers. 


Foreign currency risk is the potential for 
financial loss due to unfavourable changes 

in foreign currency exchange rates. The 

CDC has a policy of zero tolerance for foreign 
currency risk and therefore uses derivatives to 
hedge its sales and purchases in foreign cur- 
rencies. No derivatives are entered into for 
speculative reasons and the CDC only deals 
with Canadian chartered banks in this regard. 


Market risk is the most difficult to manage 
due to its unpredictability. The operations of 
the CDC are affected by many external factors 
such as world market conditions, develop- 
ments in the World Trade Organization 
negotiations on agriculture, domestic market 
trends and fluctuations of supply and 
demand. The CDC addresses these risks 

by instituting sound management practices, 
hiring and maintaining competent staff and 
staying abreast of any market or political 
development that may affect its operations. 
Because the CDC deals with supply managed 
products such as SMP and butter, the export 
activity is a relatively small percentage of its 
overall revenues. Nonetheless, the CDC 
manages the volatility of world markets by 


strategically selling its products to reliable 
exporters who seek value-added products. 


Administrative expenses 

Funding of the Canadian Dairy Commission's 
administrative expenses is shared among 
the federal government, dairy producers, 
CDC’s commercial operations, and the 
market place. 


Administrative expenses for the year totalled 
$7.8 million. Salaries and employee bene- 
fit plans of $5.5 million make up the bulk 
of these expenses. The remaining signifi- 
cant expense groupings are for rent, travel 
and administrative support. 


Future accounting changes 

In December 2009, the Public Sector 
Accounting Board released an amendment 
to the “Introduction to Public Sector 
Accounting Standards” which clarified the 
source of generally accepted accounting 
principles for government organizations like 
the CDC. A position paper prepared by the 
CDC concluded that the CDC falls within the 
“Other Government Organizations” category 
which is normally directed to the Public 
Sector Accounting handbook but is allowed 
to adopt International Financial Reporting 


Standards (IFRS) when it is determined to 
be the most appropriate basis of accounting. 
After conducting an in-depth review of the 
CDC’s various activities and financial state- 
ment user needs, management concluded 
that IFRS is the most appropriate basis of 
accounting for the organization. The CDC 
Board therefore decided to adopt IFRS as 
its primary basis of accounting beginning 
August 1, 2011, including comparative 
figures for the prior year. 


To meet the IFRS transitional requirements, 
the CDC created an IFRS Working Group 
which is supported by external advisors 

to review, recommend and implement the 
changes required to ensure compliance with 
IFRS by our deadline of July 31, 2012. The 
working group reports to the Internal Audit 
/Program Evaluation Advisory Committee 
and also provides regular updates to the 
CDC Audit Committee. 


The CDC’s IFRS transition plan consists 

of three phases: the diagnostic phase, the 
design and development phase, and the 
implementation phase. In January 2009, 
the diagnostic was completed and identified 
key financial reporting areas to be potential- 
ly impacted by IFRS. The CDC is in the 


FINANCIAL REPORT 


47 


48 


process of completing the design and devel- 
opment phase of the project which includes 
a detailed assessment outlining the potential 
impact of the transition to IFRS on account- 
ing policies, financial reporting, business 
processes and information. The implementa- 
tion phase will commence in the fall of 
2010 with the goal of implementing the 
changes needed by the end of March 2011. 


Management continues to evaluate the 
impact of transitioning to IFRS. Based on 
its review to date, it is not expected that 
the required changes will have a significant 
impact on CDC’s financial results. 
Management recognizes that additional 
financial statement disclosure will be 
required under IFRS. No significant changes 
to information technology and data systems 
have been identified to date as a result of 
the IFRS conversion. 


The International Accounting Standards 
Board has several projects underway, some 
of which may affect IFRS standards relative 
to the CDC. Management will continue to 
monitor all proposed and continuing proj- 
ects, giving consideration to any changes 
expected to impact the CDC. 
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Challenges for the future 

As in the past, the main factor that could 
affect the financial results of the Canadian 
Dairy Commission for the coming years is 
the fluctuations in world prices for dairy 
products. This directly affects its revenue 
from skim milk powder export sales and 
indirectly affects revenues from the sale 
of surplus skim milk powder in the animal 
feed market. 


Due to a slight increase in purchases of sur- 
plus skim milk powder in the 2009-2010, 
inventories that had built up in prior years 
decreased less than expected. The CDC will 
continue to take measures to reduce these 
inventories by maintaining a high level of 
sales to animal feed manufacturers. However, 
in order to reduce the purchase of surplus 
skim milk powder the CDC has been working 
with the industry to create new domestic 
markets for skim milk solids. In 2009-2010, 
class 4(m) was expanded to make milk pro- 
tein concentrate (MPC) eligible when used 

in cheese, nutraceuticals and pet food. If 
successful, this initiative has the potential 

to grow the use of skim milk solids in MPC 
thereby reducing the amount of surplus skim 
milk powder purchased by the CDC. This 


will take some time because the industry has 
limited capacity to manufacture MPC. The 
CDC will continue to work with the Market 
Committee (a sub-committee of the CMSMC) 
to analyze options for new markets for skim 
milk solids. 


In the next three to five years, the Canadian 
dairy industry could be affected by the outcome 
of the WTO and Comprehensive Economic and 
Trade Agreement (CETA) negotiations on agri- 
culture. Because the CDC’s activities are so 
closely linked to this industry, some impacts 
could be expected on the Commission. 
However, the exact nature and magnitude 

of these impacts are unknown at this time. 
WTO negotiations have made little progress 
in the last year and an agreement Is not 
expected to be concluded in the next year. 


MANAGEMENT RESPONSIBILITY FOR FINANCIAL STATEMENTS 


The financial statements of the Canadian 
Dairy Commission and all information in 
this Annual Report are the responsibility 
of management. Those statements have 
been prepared in accordance with Canadian 
generally accepted accounting principles, 
using management’s best estimates and 
judgments where appropriate. Financial 
information presented elsewhere in the 
Annual Report is consistent with the state- 
ments provided. 


In discharging its responsibility for financial 
reporting, management maintains and relies 
on financial and management control sys- 
tems and practices designed to provide 
reasonable assurance that transactions 

are authorized, assets are safeguarded, 

and proper records are maintained. These 
controls and practices ensure the orderly 


conduct of business, the accuracy of 
accounting records, the timely preparation 
of reliable financial information and the 
adherence to Commission policies and 
statutory requirements. This process 
includes the communication and ongoing 
practice of the Commission’s Code of 
Ethics and Professional Conduct. 


The Audit Committee of the Canadian 
Dairy Commission, made up of the 
Commissioners, oversees management's 
responsibilities for maintaining adequate 
control systems and the quality of financial 
reporting. The Commission's internal and 
external auditors have free access to the 
Audit Committee to discuss the results of 
their work and to express their concerns 
and opinions. 


The transactions and financial statements of 
the Commission have been audited by the 
Auditor General of Canada, the independent 
auditor for the Government of Canada. 


eae 
John Core, CEO 


Gaétan Paquette, Senior Director, 
Finance and Operations 


Ottawa, Canada 
September 10, 2010 


FINANCIAL REPORT 


49 


itt 
a 
ed 


AUDITOR'S REPORT 


To the Minister of Agriculture and Agri-Food 


Auditor General of Canada 
Verificatrice Verificatrice generale du Canada du Canada 


| have audited the balance sheet of the 
Canadian Dairy Commission as at July 31, 
2010, and the statements of operations and 
comprehensive income, changes in equity 
and cash flows for the year then ended. 
These financial statements are the responsi- 
bility of the Commission’s management. My 
responsibility is to express an opinion on 
these financial statements based on my 
audit. 


| conducted my audit in accordance with 
Canadian generally accepted auditing stan- 
dards. Those standards require that | plan 
and perform an audit to obtain reasonable 
assurance whether the financial statements 
are free of material misstatement. An audit 
includes examining, on a test basis, evi- 
dence supporting the amounts and 


disclosures in the financial statements. An 
audit also includes assessing the accounting 
principles used and significant estimates 
made by management, as well as evaluating 
the overall financial statement presentation. 


In my opinion, these financial statements 
present fairly, in all material respects, the 
financial position of the Commission as at 
July 31, 2010 and the results of its opera- 
tions and its cash flows for the year then 
ended in accordance with Canadian general- 
ly accepted accounting principles. As 
required by the Financial Administration 
Act, | report that, In my opinion, these 
principles have been applied on a basis 
consistent with that of the preceding year. 


Further, in my opinion, the transactions 
of the Commission that have come to my 
notice during my audit of the financial 


statements have, in all significant respects, 
been in accordance with Part X of the 
Financial Administration Act and regula- 
tions, the Canadian Dairy Commission Act 
and regulations and the by-laws of the 
Commission. 


Bile. 


Dale Shier, CA 
Principal 
for the Auditor General of Canada 


Ottawa, Canada 
September 10, 2010 


BALANCE SHEET 
July 31 
(in thousands) 


Assets 
Current 
Cash 
Accounts receivable 
Due from provincial milk boards and agencies (pooling) 
Trade 
Derivative asset - foreign exchange contracts 
Inventories (Note 4) 


Liabilities 
Current 
Bank indebtedness (Note 5) 
Accounts payable and accrued liabilities 
Due to provincial milk boards and agencies (pooling) 
Trade 
Provision for operational surplus payable to provincial milk boards and agencies 
Other liabilities 
Derivative liability - foreign exchange contracts 
Loans from the Government of Canada (Note 6) 


Long-term 
Severance benefits (Note 12) 


Equity (Note 7) 
Retained earnings 


Commitments (Note 14) 


The accompanying notes and Detailed Schedule of Operations are an integral part of these financial statements. 


Approved: 


es Zhlu ll agoo 


Chief Executive Officer Chairman 


2010 


37,330 
1,148 

1 
135,228 


$173,889 


$ 2,314 


33,684 
17,276 
4385 
1,209 
4 
98,927 


157,799 


1,175 


14,915 


$173,889 


At te 


2009 


28,053 


154,621 


$184,186 


183 


129,488 


170,808 


1,196 


12,182 


$184,186 


Senior Director, Finance and Operations 
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STATEMENT OF OPERATIONS AND COMPREHENSIVE INCOME 
for the year ended July 31 
(in thousands) 


Sales 
Cost of sales 
Total margin (loss) on sales 


Operating and administrative expenses 
Pooling contributions withheld to fund operating and administrative expenses (Note 10) 
Funding of administrative expenses by the Government of Canada (Note 11) 


Results after Pooling contributions and Government funding 


(Provision for operational surplus to) recovery of operational deficit from provincial milk boards and agencies 


Results of operations and comprehensive income 


The accompanying notes and Detailed Schedule of Operations are an integral part of these financial statements. 


2010 2009 
$264,776 $231,897 
(252,700) (232,415) 
12,076 (518) 
(16,285) (19,501) 
7,508 7,630 
3,819 4.270 
7,118 (8,119) 
(4,385) 9,689 

ee $1570 


STATEMENT OF CHANGES IN EQUITY 
for the year ended July 31 
(in thousands) 


Retained earnings at beginning of year 
Results of operations and comprehensive income 
Retained earnings at end of year 


The accompanying notes and Detailed Schedule of Operations are an integral part of these financial statements. 


2010 


$ 12,182 


2,733 


$ 14,915 


2009 
$ 10,612 
1,570 


$12 182 
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STATEMENT OF CASH FLOWS 
for the year ended July 31 
(in thousands) 


Cash flows from operating activities 
Cash receipts from customers 
Cash paid to suppliers and others 
Cash receipts from provincial milk boards and agencies (pooling) 
Cash paid to provincial milk boards and agencies (pooling) 
Cash received from provincial milk boards and agencies (operational deficit) 
Cash receipts from the Government of Canada 
Interest paid on loans 
Cash flows from operating activities 
Cash flows from financing activities 
New loans from the Government of Canada 
Loan repayments to the Government of Canada 
Cash flows (used in) from financing activities 
Net (decrease) increase in cash 
Net bank indebtedness at beginning of year 
Net bank indebtedness at end of year 


Components: 
Cash 


Bank indebtedness 


The accompanying notes and Detailed Schedule of Operations are an integral part of these financial statements. 


Canadian Dairy Commission—Annual Report 2009-2010 


2010 2009 
$264,599 $232,013 
(246,703) (238,/58) 
207,792 165,924 
(200,202) (158,023) 

3 8,971 

3,819 4,270 

(541) (2,537) 
28,764 11,860 
140,805 188,575 
(171,366) (175,403) 
(30,561) 13,172 

(1,797) 29,032 

(33) (25,367) 
$ (2,132) ESS) 
$ 182 $ 490 

(2,314) (825) 
$ (2,132) $ (335) 


NOTES TO FINANCIAL STATEMENTS 
July 31, 2010 


1. The Canadian Dairy Commission 

The Canadian Dairy Commission (the 
“Commission”) is an agent Crown corpora- 
tion named in Part |, Schedule Ill and 
Schedule IV to the Financial Administration 
Act and is not subject to the provisions 

of the Income Tax Act. The objects of 

the Commission, as established by the 
Canadian Dairy Commission Act, are “to 
provide efficient producers of milk and 
cream with the opportunity of obtaining a 
fair return for their labour and investment 
and to provide consumers of dairy products 
with a continuous and adequate supply 

of dairy products of high quality”. The 
Commission operates on a dairy year basis 
which starts August 1 and ends July 31. 


The Commission, in co-operation with 

the Canadian Milk Supply Management 
Committee (CMSMC), which it chairs, 
undertakes the management and adminis- 
tration of operations funded by producers. 
The Commission purchases all butter and 
skim milk powder tendered to it at either 
the Canadian support price or at prices 
established by the Commission, depending 


on the intended resale markets, except 

for a portion of butter imported by the 
Commission at international market price 
for domestic consumption in accordance 
with Canada’s commitments to the World 
Trade Organization (WTO). While a major 
portion of the butter purchased by the 
Commission is later resold in the domestic 
market, most of the skim milk powder is in 
excess of manufacturers’ requirements and 
is sold domestically in certain marginal mar- 
kets or exported. The Commission exports 
surpluses, within Canada’s permitted subsi- 
dized export limits, in the form of whole 
milk products, skim milk powder and butter 
on international markets. 


The Commission administers, on behalf 

of the industry, a pricing and pooling of 
market returns system which provides milk 
components to further processors and 
exporters through processors at competitive 
prices. This system is administered by the 
Commission in accordance with the 
“Comprehensive Agreement on Pooling of 
Milk Revenues” to allow dairy producers 
to share revenues nationally as well as the 
“Western Milk Pooling Agreement” and the 
“Agreement on the Eastern Canadian Milk 
Pooling”, formerly the “Agreement on All 


Milk Pooling”, to allow dairy producers to 
share revenues regionally. The ten provincial 
milk boards and agencies represent the 
country’s dairy producers and they provide 
the Commission with all the relevant data 
and funding for its administration of the 
pooling system. 


2. Adoption of revised accounting standard 
Effective August 1, 2009, the Commission 
adopted the revised section 3862 - 
Financial Instruments — Disclosures issued 
by the Canadian Institute of Chartered 
Accountants (CICA) in June 2009. These 
amendments enhance disclosure about fair 
value measurements of financial instru- 
ments and liquidity risk. The standard now 
requires the use of a three-level hierarchy 
for financial instruments measured at fair 
value, based on the significance of inputs 
used to measure the fair values. No com- 
parative information is required in the first 
fiscal year of application under the transi- 
tional provisions of the standard. 


These new standards have resulted in 
increased disclosure in the financial state- 
ments (see Note 13), but had no impact 
on the financial results of the Commission 
for the current year. 
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3. Significant accounting policies 

Basis of presentation 

These financial statements have been 
prepared in accordance with Canadian 
generally accepted accounting principles 
(GAAP). The significant accounting policies 
followed in the preparation of these financial 
statements are Summarized below. 


Inventories 

Inventories are recorded at the lower of cost, 
which is purchase cost, or estimated net 
realizable value. Cost is determined on a 
first-in, first-out basis except for Plan B 
inventories where cost is determined based 
on specific identification. Write-downs to net 
realizable value are reversed when there is a 
subsequent increase in the value of invento- 
ries, up to a maximum of the purchase cost. 
The reversal is recognized as a reduction to 
cost of sales and an increase to the net 
value of inventory. 


Inventories exclude storage charges, which 
are expensed when incurred. 


Revenues 
Revenues from sales of product are recog- 
nized upon shipment. 
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Cost of sales 

Goods purchased by the Commission under 
the Domestic Seasonality Programs, for 
export sales or for the animal feed market 
are purchased at prices established by the 
Commission. These costs are charged to 
cost of sales when the goods are shipped 
to customers. 


Pooling of market returns activities 
Contributions from and equalization 
payments to provincial milk boards and 
agencies represent a redistribution of milk 
revenues among provinces, which are 
recorded based on milk production and milk 
utilization reported by the provincial milk 
boards and agencies. A fixed portion, repre- 
senting the milk boards’ and agencies’ share 
of the Commission’s budgeted administrative 
expenses and the estimated carrying 
charges for normal levels of butter stocks, 

is withheld from the redistributions to fund 
these operating expenses, as well as surplus 
butter carrying charges and any recoverable 
committee expenses that may be incurred 
during the year (see Note 10). The fixed 
amount Is agreed upon annually by the 
CMSMC. 


Provision for operational surplus to/recovery 
of operational deficit from provincial milk 
boards and agencies 

Operational surplus resulting from pooling 
and operating activities is expensed and set 
up as a liability in the year that the surplus 
is earned. Recovery of operational losses is 
recognized as revenue upon approval by the 
CMSMC 


Foreign currency translation 

All foreign currency transactions are trans- 
lated into Canadian dollars at the exchange 
rate in effect on the transaction date. 


Trade accounts receivable and payable in 
foreign currencies are adjusted to reflect the 
exchange rate In effect at the balance sheet 
date. Any corresponding gains or losses are 
recognized in operating expenses. 


Most sales and purchases in foreign curren- 
cies have corresponding foreign exchange 
forward contracts (see “Derivative financial 
instruments” below and Note 13 - Financial 
Instruments — Currency risk). 


Financial instruments 
Financial assets and financial liabilities, 
with the exception of Loans from the 


Government of Canada, a related party 
financial liability (see Note 15), are initially 
recognized at fair value. Their subsequent 
measurement is dependent on their classifi- 
cation as described below. Their classification 
depends on the purpose for which the finan- 
cial instruments were acquired or issued, 
their characteristics and the Commission’s 
designation of such instruments. 


Classifications 
Cash Held for trading 


Accounts receivable Loans and receivables 


Bank indebtedness Other liabilities 


Accounts payable Other liabilities 


and accrued liabilities 


Loans from the Other liabilities 
Government 


of Canada 


Held for trading 

Held for trading financial assets are measured 
at fair value at the balance sheet date with 
changes in fair value recorded in results of 
operations and comprehensive income. 


Loans and receivables 

Loans and receivables are recorded at amor- 
tized cost using the effective interest 
method. 


Other liabilities 

Other liabilities are recorded at amortized 
cost using the effective interest method and 
include all financial liabilities, other than 
derivative instruments. 


Transaction costs 

All transaction costs in respect of financial 
assets and financial liabilities classified as 
other than held for trading are capitalized 
in the period in which they are incurred. 
Transaction costs in respect of financial 
assets and financial liabilities classified as 
held for trading are expensed in the period 
in which they are incurred. 


Derivative financial instruments 

The Commission uses derivative financial 
instruments such as forward contracts to 
counter the adverse movements in foreign 
exchange related to purchases and sales 
denominated in foreign currencies, including 
anticipated transactions, as well as to man- 
age its cash balances and requirements. 


The Commission’s policy is not to utilize 
freestanding derivative financial instruments 
for trading or speculative purposes. 


The Commission does not designate its 
foreign exchange forward contracts as 
hedges of underlying assets, liabilities, firm 
commitments or anticipated transactions in 
accordance with CICA Handbook Section 
3865, Hedges, and accordingly does not 
apply hedge accounting. As a result, foreign 
exchange forward contracts are recorded on 
the balance sheet at fair value as an asset 
when the contracts are in a gain position 
and as a liability when the contracts are 

in a loss position. Changes in fair value of 
these contracts are recognized as gains or 
losses within operating expenses. 


Employee future benefits 

Pension benefits 

All eligible employees participate in the 
Public Service Pension Plan (the “Plan”) 
administered by the Government of Canada. 
Although the Plan is a defined benefit plan, 
it meets the definition of a multi-employer 
plan, which is accounted for as a defined 
contribution plan, as sufficient information 
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is not available to account for it as a defined 
benefit plan. The Commission’s contribu- 
tions reflect the full cost as employer. This 
amount is currently based on a multiple of 
an employee’s required contributions and 
may change over time depending on the 
experience of the Plan. The Commission’s 
contributions are expensed during the year 
in which the services are rendered and 
represent the total pension obligation of 
the Commission. The Commission is not 
required under present legislation to make 
contributions with respect to actuarial defi- 
ciencies of the Plan. 


Severance benefits 

Eligible employees are entitled to severance 
benefits as provided for under labour con- 
tracts and conditions of employment. The 
cost of these benefits is accrued as employ- 
ees render the services necessary to earn 
them. The obligation relating to the benefits 
is calculated using the actuarially deter- 
mined Government-wide severance pay 
liability ratio for public service employees 
applied to the Commission’s gross salaries. 
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Other future benefit plans 

The Commission has no liability for any 
other future benefits provided to employees 
after employment or on retirement. 


Scholarship program 

Scholarship program monies are expensed 
in the year in which educational institutions 
meet specified eligibility criteria and the 
agreements are approved. 


Measurement uncertainty 

The preparation of financial statements In 
conformity with GAAP requires management 
to make estimates and assumptions that 
affect the reported amounts of assets and 
liabilities at the date of the financial state- 
ments and the reported amounts of revenues 
and expenses during the reporting period. 
Valuation of inventories, pension and sever- 
ance benefits, and derivatives are the most 
Significant items where estimates are used. 
Actual amounts could differ significantly 
from the current estimates. These estimates 
are reviewed annually and as adjustments 
become necessary, they are recognized in 
the financial statements in the period in 
which they become known. 


Future accounting standards 

In December 2009, the Public Sector 
Accounting Board (“PSAB”) issued an 
amendment to the Introduction to Public 
Sector Accounting Standards of the PSA 
Handbook. This amendment eliminated 

the Government Business Type Organization 
(“GBTO”) classification and entities currently 
classified as a GBTO were required to 
re-assess their classification. 


Following the amendment, the Commission 
determined that their applicable entity classi- 
fication is that of an Other Government 
Organization (“OGO”). OGOs are required 
to adopt either the PSA Handbook or 
International Financial Reporting Standards 
(IFRS), whichever is determined to be the 
most appropriate basis of accounting on 
the financial statements’ users needs and 
objectives. Based on the needs and objec- 
tives of their financial statement users, 

the Commission will adopt IFRS as their 
future basis of accounting commencing 
August 2011. 


The Commission is in the process of complet- 
ing an in-depth analysis on each of the 


relevant standards which could have an 
impact on their accounting policies, and 
hence financial statements, upon transition 
to IFRS. Based on the review to date, it is not 
expected that the required changes will have 
a significant impact on the Commission’s 
financial results. 


4. Inventories 


2010 2009 
(in thousands) 

Butter $ 99,135 $ 108,337 
Skim milk powder 36,952 49,576 

136,087 Lo SIs 
Less: allowance for 
inventory write-down (859) (3,292) 
Total net 
realizable value $ 135,228 $ 154,621 


The Commission’s inventory includes 
10,905 tonnes of Plan B butter and 
1,635 tonnes of Plan B skim milk powder 
(2009 — 11,818 tonnes and 1,260 
tonnes) with a total cost of $77.45 million 


and $10.10 million respectively (2009 — 
$84.32 million and $7.78 million) that 
must be repurchased by the manufacturers 
from the Commission within the course of 
the next dairy year at the then prevailing 
support prices. While manufacturers are 
contractually obliged to repurchase their 
product, the Commission is under no obliga- 
tion to sell back the product. However, the 
Commission has customarily always hon- 
oured repurchase requests. 


The balance of the inventory is comprised of 
4,261 tonnes of butter and 23,179 tonnes 
of skim milk powder (2009 — 3,870 tonnes 
and 33,354 tonnes) with a total cost of 
$21.68 million and $26.85 million respec- 
tively (2009 — $24.02 million and $41.80 
million). 


The Commission recorded a charge to cost 
of sales on the statement of operations and 
comprehensive income of $0.63 million in 
the current year (2009 - $3.29 million) to 
recognize an inventory write-down to net 
realizable value (NRV) primarily as a result 
of declining prices in the export market for 
skim milk powder. 


A portion of the inventory for which a 
$3.29 million write-down was recorded as 
at July 31, 2009 remains on hand as at 
July 31, 2010. As a result of an increase 

in prices in the animal feed market for skim 
milk powder, $0.09 million of the prior year 
write-down was reversed in the current year. 
This reversal was recognized as a reduction 
to cost of sales on the statement of opera- 
tions and comprehensive income as well 

as an increase to the net value of inventory 


on the balance sheet. 


5. Bank indebtedness 

To provide bridge financing and ensure the 
efficient operation of the pricing and pooling 
of market returns system, the Commission 
established a line of credit with a member 
of the Canadian Payments Association. The 
Commission has been granted the authority 
to establish this line of credit by the Minister 
of Finance up to a maximum of $50 million. 
During the dairy year, the Commission’s line 
of credit limit remained at $5 million. 


The bank indebtedness incurred under the 
Commission’s line of credit is due on demand 
and bears interest at prime, which varied 
during the year from 2.25% to 2.75% per 
annum (2009 — 2.25% to 4.75%). 
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6. Loans from the Government of Canada 
(Consolidated Revenue Fund) 
Loans from the Government of Canada’s 
Consolidated Revenue Fund, to a maximum 
of $175 million (2009 — $150 million), 
are available to finance operations. Individual 
loans are repayable within one year from the 
date the loan is advanced. Principal and 
accrued interest are repaid regularly during 
the year when funds are available. 


Interest on the loans, which is at the normal 
rates established for Crown corporations by 
he government and based on the latest 
available yields of comparable Treasury bills 


+ 


plus one-eighth of one percent, varied from 
0.30% to 1.42% (2009 — 0.32% to 
3.46%) during the year and totaled 
$0.38 million (2009 — $1.79 million). 


7. Equity 

The Commission indirectly collects amounts 
from consumers through a charge included in 
the retail sale price of butter. This charge is 
used to fund the carrying costs associated with 
the normal levels of butter inventory. This 
amount Is included in contributions withheld 
to fund operating expenses presented in the 
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statement of operations and comprehensive 
income. Retained earnings at the end of the 
year is made up of net accumulated surpluses 
of this funding and net accumulated surplus 
amounts relating to commercial sales and 

not directly payable to provincial milk boards 
and agencies. 


There have been no transactions during the 
year ended July 31, 2010 resulting in other 
comprehensive income or losses and the 
Commission had no opening or closing bal- 
ances for accumulated other comprehensive 
income or losses. 


8. Capital disclosures 

The Commission’s capital consists of its loans 
from the Government of Canada (see Note 6) 
and retained earnings. As at July 31, 2010 
these accounts totaled $98.93 million (2009 
— $129.49 million) and $14.92 million 
(2009 — $12.18 million) respectively. The 
Commission is not subject to any externally 
imposed capital requirements. 


The Commission's primary objective in man- 

aging capital is to ensure that it has sufficient 
liquidity in order to settle its financial obliga- 

tions as they become due and to fund 


programs for the benefit of the dairy industry. 
The Commission administers its capital 
management approach on an ongoing basis 
as the amounts fluctuate during the course 
of the year. The Commission does not utilize 
any quantitative measures to monitor its 
capital. There were no changes in the 
Commission’s approach to capital manage- 
ment or the definition thereof as compared 
to the previous year. 


9. Foreign exchange gains and losses 
Export sales include $0.01 million repre- 
senting net losses (2009 — net losses 

of $0.54 million) arising from currency 
translation relating to transactions incurred 
in foreign currencies. 


Domestic cost of sales include $0.24 million 
representing net losses (2009 — net losses of 
$0.08 million) arising from currency transla- 
tion relating to import purchase transactions 

incurred in foreign currencies. 


10. Pooling of market returns activities 
During the year contributions from and 
equalization payments to provincial milk 
boards and agencies were as follows: 


2010 2009 


(in thousands) 
Contributions from 
provincial boards 
and agencies $217,069 $164,211 


Equalization payments 
to provincial boards 


and agencies 209,561 156,581 
Contributions withheld to 
fund operating expenses $7,508 $7,630 


Contributions withheld were for budgeted 
administrative expenses, carrying charges 
for butter and reimbursement of committee 
meeting expenses. 


11. Costs funded by the Government 

of Canada 
Funding of the Commission’s administrative 
expenses is shared among the federal 
government, dairy producers, commercial 
operations and the market place. During 
the year, the Government of Canada funded 
$3.82 million (2009 — $4.27 million) of 
the Commission’s administrative expenses 
of $7.80 million (2009 — $8.31 million). 


12. Employee future benefits 

Pension plan 

The Commission and all eligible employees 
contribute to the Plan. This pension plan 
provides benefits based on years of service 
and average earnings at retirement. The 
benefits are fully indexed to the increase 

in the Consumer Price Index. Operating 
expenses include the Commission’s contri- 
butions to the Public Service Pension Plan 
during the year totaling $0.55 million 
(2009 - $0.58 million), which corresponds 
to about 1.93 times (2009 — 1.96 times) 
the employees’ contributions to the Plan. 


Severance benefits 

The Commission provides severance bene- 
fits to its employees based on years of 
service and final salary. This benefit plan 
is not pre-funded and thus has no assets, 
resulting in a plan deficit equal to the 
accrued benefit obligation. Benefits will be 
paid from future appropriations and other 
sources of revenue. Information about this 
benefit plan, measured as at the balance 
Sheet date, is as follows: 


2010 2009 


(in thousands) 
Accrued benefit obligation, 


beginning of year $1,217 $ 819 
Cost for the year 98 398 
Benefits paid during 

the year 21 ~ 


Accrued benefit obligation, 


end of year $ 1,294 $ 1,217 


Of the total year end obligation, $0.12 mil- 
lion (2009 - $0.02 million) is estimated by 
the Commission to be payable within the 
next year and Is included in other liabilities, 
under current liabilities, on the balance 
sheet. 


13. Financial instruments 

In the course of carrying out its ongoing 
operations, the Commission faces risks to its 
financial assets and financial liabilities. The 
Commission’s exposure to risk from its use 
of financial instruments is presented below 
along with the Commission’s objectives, 
policies and processes for managing risk. 
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Market risk 

Market risk is the risk that changes In 
market prices, such as foreign exchange 
rates and interest rates, will affect the 
Commission’s income or the value of its 
holding of financial instruments. 


Currency risk 

The Commission operates internationally, 
exposing itself to market risks from changes 
in foreign exchange rates. The Commission 
partially manages these exposures by con- 
tracting primarily in U.S. dollars or Canadian 
dollars. The Commission’s foreign exchange 
risk management includes the use of foreign 
currency forward contracts to fix the exchange 
rates on certain foreign currency exposures. 
The Commission periodically enters into for- 
eign exchange forward contracts to manage 
exposure to exchange rate fluctuations 
between Canadian and U.S. dollars. 


At the end of the year, the notional value 
of the Commission’s outstanding forward 
exchange contracts totaled $1.40 million 
Canadian equivalent (2009 — $2.72 mil- 
lion Canadian equivalent). These contracts 
will mature over the period ending October 
2010. The maturity dates of the forward 
exchange contracts correspond to the esti- 
mated dates when the Commission expects 
to receive the foreign currency proceeds 
arising from export sales contracts or when 
payment for purchases in foreign currencies 
are due. 


The fair value of the Commission’s deriva- 
tive financial instruments is determined 
using the Bank of Canada’s published for- 
eign exchange rates as of the balance sheet 
date. The Commission’s foreign exchange 
forward contracts as at July 31, 2010 are 
as follows: 


(in thousands) 


Currency sold Currency purchased In USD In CAD 
U.S. dollars Canadian dollars $1,002 $1,030 
Canadian dollars U.S. dollars $361 $371 
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As at July 31, 2010, the Commission’s expo- 
sure to foreign currency risk was as follows, 
based on Canadian dollar equivalent 
amounts: 


(in thousands) 


In CAD 2010 2009 
Accounts receivable (trade) $957 $797 
Accounts payable (trade) (357) (434) 
Net derivative liability (3) (130) 
Net exposure $597 $233 


Based on the net exposure as at July 31, 
2010, and assuming that all other variables 
remained constant, had the Canadian dollar 
appreciated 10% against the US dollar, net 
income for the year ended July 31, 2010 
would have increased by $3,197 (2009 - 
decreased by $110,327). Conversely, a 10% 
weakening in the Canadian dollar against the 
US dollar would have had the equal but 
opposite effect for the same period. 


Interest rate risk 

Interest rate risk is the risk that a financial 
asset containing a fixed interest rate compo- 
nent decreases in value with a rise in 


interest rates or that a financial liability with 
a floating interest rate component results in 
increased cash outflow requirements as a 
result of an increase in interest rates. Other 
than the line of credit, for which interest 
expense varies as a function of prime, and 
loans from the Government of Canada, 
which vary as a function of the yield on 
comparable Treasury bills, the Commission 
does not have any other such financial 
assets or liabilities exposed to this risk. The 
Commission’s exposure to interest rate risk 
is not significant given its low interest bear- 
ing loans. 


Other price risk 

Other price risk is the risk that the fair value 
or future cash flows of a financial instrument 
will fluctuate because of changes in market 
prices, other than those arising from interest 
rate risk or currency risk. The Commission is 
not exposed to this type of risk. 


Liquidity risk 

Liquidity risk is the risk that the 
Commission will not be able to meet its 
financial obligations as they fall due. At 


year-end, virtually all of the Commission’s 
assets and liabilities were current and the 
Commission had a current ratio equal to 
1.10 (2009 — 1.08). In managing liquidity 
risk, the Commission has access to addi- 
tional borrowings for commercial operations 
from the Government of Canada in the 
amount of $76.07 million as of July 31, 
2010 (2009 — $20.51 million) as well as 
$2.69 million (2009 — $4.18 million) on 
its line of credit for the pooling of market 
return activities. 


Credit risk 

Credit risk is the risk of loss due to a 
customer failing to meet its financial 
obligations to the Commission. Maximum 
credit exposure is the carrying amount of 
the pooling and trade accounts receivable 
balances, net of any allowance for losses. 
The Commission manages this risk using 
several strategies which include selling 
product on a “payment first” basis, secur- 
ing of bank guarantees and obtaining 
letters of credit. As of both July 31, 2010 
and 2009, the Commission did not have 


an allowance for doubtful accounts and 
all accounts receivable are current. 


The Commission is exposed to credit risk 
when entering into foreign exchange con- 
tracts wherein the counterparty fails to 
perform an obligation as agreed upon 
causing a financial loss. Maximum credit 
exposure is the carrying amount of the 
derivative asset. The Commission manages 
this exposure to credit risk by entering into 
foreign exchange contracts only with major 
Canadian financial institutions. To date, no 
such counterparty has failed to meet its 
financial obligation to the Commission. 


Fair values 

The carrying value of cash, accounts receiv- 
able, bank indebtedness, accounts payable 
and accrued liabilities approximates their 
fair values due to the immediate or short- 
term maturity of these financial instruments. 
As of the balance sheet date, no amounts 
representing changes in fair value of these 
financial instruments have been recorded 

in the statement of operations and compre- 
hensive income. 
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Fair value hierarchy 

Financial instruments recorded at fair value 
on the balance sheet are classified using a 
fair value hierarchy that reflects the signifi- 
cance of the inputs used in making the 
measurements. The fair value hierarchy, 
which for the Commission is only relevant 
in the context of derivative financial instru- 
ments, has the following levels: 


Level 1 — valuation based on quoted prices 
(unadjusted) in active markets for identical 
assets or liabilities; 


Level 2 — valuation techniques based on 
inputs other than quoted prices included in 
Level 1 that are observable for the asset or 
liability, either directly (i.e., as prices) or 
indirectly (i.e., derived from prices); and 


Level 3 — valuation techniques using 
inputs for the asset or liability that are not 
based on observable market data (unobserv- 
able inputs). 
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The fair value measurement of the 
Commission’s derivative financial instru- 
ments is classified as level 2 in the fair 
value hierarchy. Changes in valuation 
methods may result in transfers into or 
out of levels 1, 2, and 3. In 2010, there 
were no transfers between levels. 


14. Commitments 

Purchase commitments 

As at July 31, 2010, the Commission was 
committed to purchase certain quantities 

of butter and skim milk powder. These 
commitments amounted to approximately 
$0.42 million (2009 — $1.65 million) and 
are due to be fulfilled by September 2010. 


Long-term lease 

The Commission is committed under a long- 
term lease with Agriculture and Agri-Food 
Canada (AAFC) for office accommodation 
ending in 2012. The lease contains escala- 
tion clauses regarding maintenance costs and 


taxes. AAFC has notified the Commission 
that it intends to renew this lease for anoth- 
er period of 5 years with rates possibly 
revised in order to reflect the rental market 
value pursuant to Treasury Board’s Policy 
on Real Property. 


The remaining minimum lease payments 
totaled $0.52 million at year-end. For 2012 
the rent is for 8 months, as the lease term 
ends March 31. 


The minimum lease payments for the next 
two years are as follows: 


2011 $0.31 million 
2012 $0.21 million 


Canadian Quality Milk funding 

The Commission has agreed to partially 
fund the Canadian Quality Milk Program, a 
program designed to help producers pre- 
vent, monitor and reduce food safety risks 
on their farms. The agreement to provide 


this funding, which commenced August 1, 
2007, was extended in the prior year to 
July 31, 2012. Under the terms of the 
agreement the Commission will contribute 
up to $300 per eligible farm, which trans- 
lates into a maximum of $4.21 million over 
the life of the agreement. A total of $0.33 
million (2009 — $0.17 million) has been 
contributed during the current dairy year. 


Matching Investment Fund 

The Commission administers the Matching 
Investment Fund which provides non- 
repayable contributions to Canadian 
registered companies or Food Technology 
Centres for product development, on a 
matching investment basis. The Commission 
has committed up to $2 million per year 
over a three year period commencing 
August 1, 2009 and ending July 31, 
2012. A total of $0.34 million has been 
contributed during the current dairy year. 


Promotional funding 

The Commission has committed to con- 
tribute a maximum of $1.71 million for 
fluid milk promotion activities conditional 
to participating provinces providing equal 
funding. The Commission allocates funds 
to participating provinces on a pro-rata 
basis using their respective fluid milk 
sales of the previous dairy year. A total of 
$0.88 million has been contributed during 
the current dairy year. The agreement to 
provide this funding, which commenced 
August 1, 2009, was extended in the cur- 
rent year to October 31, 2010. For 2011, 
the Commission expects to contribute up to 
$0.60 million of the remaining $0.83 mil- 
lion funding available for fluid milk 


promotion activities. 


Dairy Cluster Research Project funding 
The Commission has agreed to contribute 
$1.5 million during the period of January 
1, 2010 to March 31, 2013 towards the 
Dairy Farmers of Canada $11.8 million 
project approved under the Agriculture 
and Agri-Food Canada, Growing Canadian 
Agri-Innovations Program, Canadian Agri- 
Science Cluster Initiative. The purpose of 
this initiative is to enable key industry-led 
agricultural organizations to mobilize a 
critical mass of Scientific and technical 


resources to Support innovation strategies 
for enhanced profitability and competitive- 
ness of their sector. A total of $0.5 million 
has been contributed during the current 
dairy year. 


lodine Study Project funding 

The Commission has agreed to contribute 
a maximum of $0.34 million to the Dairy 
Farmers of Canada towards conducting an 
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analysis for determining the level of iodine 
in bulk tank milk of individual dairy farms 
over a period of three years from August 1, 
2010 to July 31, 2013. This funding rep- 
resents one third of the approximate total 
project cost of $1.0 million. 


WTO Import Butter Tariff Rate Quotas 
Under the terms of the 1994 WTO 
Agreement, Canada has established 

tariff rate quotas (TRQ) for a number of 
dairy products. TRQs are the quantities 

of products that can enter Canada with 
little or no tariff. With the support of the 
industry, the CDC has acted as the receiver 
of imports of butter under federal permit 
since 1995 and has directed this product 
through butter manufacturers to the food 
sector. The 2011 TRQ for butter remains 
at 3,274 tonnes. World prices at the time 
of purchase will determine the total finan- 
cial commitment. For 2010 the total costs 
to purchase imported butter under the 
WTO requirements was $10.20 million 
(2009 — $10.98 million). 
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15. Related party transactions 

The Commission is related in terms of 
common ownership to all Government of 
Canada-created departments, agencies and 
Crown corporations. The Commission enters 
into transactions with these entities in the 
normal course of business and at normal 
trade terms. These transactions such as 
Employee Benefit Plans, accommodations 
and professional services, but excluding loans 
from the government, are recorded at their 
exchange amounts and totaled $1.62 million 
during the year (2009 — $1.65 million). 


Loans from the Government of Canada at 
terms available to Crown corporations (see 
Note 6), which are recorded at carrying 
value, represent the Commission’s largest 
related party transaction. 


16. Financial statement presentation 
Certain comparative amounts have been 
reclassified to conform with the presentation 
adopted in the current year. 


DETAILED SCHEDULE OF OPERATIONS 
for the year ended July 31 
(in thousands) 


Sales and cost of sales 
Domestic sales 

Cost of sales (Note 9) 

Margin (loss) on domestic sales 


Export sales (Note 9) 
Cost of sales 
Loss on export sales 


Total margin (loss) on sales 


Operating expenses and other charges 
Storage costs 

Projects and promotional activities 
Interest expense (operations) 

Cost of production studies 

Other carrying charges 

Domestic dairy product assistance 


Unrealized (gains) losses on derivatives - foreign exchange contracts 


Donation 

Interest expense and bank charges (pooling) 
Other recoveries 

Total operating expenses and other charges 


Administrative expenses 
Salaries and employee benefits 


Other expenses 
Recovered audit services 
Total administrative expenses 


Total operating and administrative expenses 


2010 2009 
$ 241,042 $ 209,234 
227,535 209,687 
13,507 (453) 
23,734 22,663 
25,165 79.428 
(1,431) (65) 
$ 12,076 $ (518) 
$ 4381 $ 4383 
213) 3,230 
379 1,790 
817 892 
718 632 

351 312 
(127) 149 
105 75 

26 24 
(300) (300) 

$ 8.481 Coeds 7, 
$ 5,493 $ 5,610 
2,458 2,804 
(147) (100) 

$ 7,804 $ 8314 
$ 16,285 $ 19,501 
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APPENDIX Il 


HARMONIZED MILK CLASSIFICATION SYSTEM 


Products 
Milk and milk beverages, partly skimmed or skimmed, whether or not treated for lactose intolerance, whether flavoured or not, with or without vitamins 
or minerals added, for retail and food service (egg nog, cordials, cultured milk, concentrated milk to be reconstituted as fluid milk) 


All types of cream with a butterfat content not less than 5% for retail and food service 


Fresh cream with a butterfat content of 32% and higher used to make fresh baked goods which are not eligible for a Class 5 permit. Any utilization of 
this class would require a Class 1(b)ii permit. 


New 1(a) and 1(b) fluid products for retail and food service as approved by the provincial authorities during an introductory period. 


1(a) and 1(b) fluid products marketed outside the ten signatory provinces but within Canadian boundaries (e.g. Yukon, NWT, Nunavut and cruise ships). 


All types of ice cream, ice cream mix, yogurt, kefir, whether frozen or not, all types of sour cream, all types of milk shake mixes! , other frozen dairy 
products and the following products: fudge, puddings, soup mixes, caffeinate and Indian sweets 


All cheeses other than those identified in class 3(b), all types of cheese curds other than stirred 


All types of cheddar cheese, stirred curd, cream cheese, creamy cheese bases (cheese mixes), cheddar and cheddar-type cheeses sold fresh (see definition )2 


1 Milk shakes for retail sales are currently classified as a Class 1 product in the WMP and classified as Class 2 in the P5. 


2 Definition of cheddar-type cheese: a cheese of descriptive nomenclature will be recognized as a cheddar-type cheese for the purposes of classification if it is a firm or semi-soft, 
unripened, unwashed curd cheese, with a minimum milk fat content of 25% and a maximum moisture content of 45%. 
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Products 


Aa) All types of butter and butteroil, all types of powder, concentrated milk as an ingredient in the food industry’, all other products not elsewhere stated 
4(a)14 Milk components for the manufacture of rennet casein (dry or curd), milk protein concentrate (dry or liquid) or skim milk (dry or liquid) to be used in the 
manufacture of non-standardized final products in the processed cheese category. 
4(b) Concentrated milk for retail sale whether sweetened or not 
A(c) : New industrial products as approved by provincial authorities for an introductory period 
A(d) Inventories and losses® 
4(m). Milk components for marginal markets as established from time to time by the CMSMC 
5(ay* Cheese used as ingredients for further processing for the domestic and export markets 
5(b)* | All other dairy products used as ingredients for further processing for the domestic and export markets 
| S(c)* ue Dairy products used as ingredients for the confectionery sector destined for domestic and export markets 
5(d) j Planned exports and other exports approved by the CMSMC, the total of which shall not exceed Canada’s WIO commitments 


3 In the Western Milk Pool, concentrated milk is used to make other dairy products. In the P5, such usage is classified on end-use. 
4 Pricing and Administration 


i. Provincial boards or agencies will set the butterfat price for class 4(a)1 at the 4(a) price and will set the price for protein and other solids for class 4(a)1 at the price established 
by the CMSMC on a semi-annual basis (August 1St and February 1‘) 


ii. The CDC will receive the milk utilization declaration from the provincial boards and agencies on a monthly basis for pooling of revenue purposes. Provinces agree that the 
revenues from class 4(a)1 will be pooled at the P10 level. 


ili. Audit of Class 4(a)1 will be performed by the usual organizations responsible for performing that task in the provinces. In the case of interprovincial movement of product, the 
CDC will coordinate the audit and supporting information with provincial auditors. The processor receiving the raw milk used to make rennet casein (dry or curd) or MPC under 
Class 4(a)1 will be responsible for providing documentation which supports the claim that the components were utilized in the manufacture of non-standardized final products 
in the processed cheese category. Participating provinces will undertake to implement the proper audit procedures to ensure compliance within this class. 


iv. Class 4(a)1 will be renewed upon successful review and approval of the CMSMC by February 1, 2008. 
5 Losses: Explained losses (dumps, fluid returns, dead vats, etc.). 


* Under class 5(a), (b) and (c) (Special Milk Class Permit Program), industrial milk is classified and made available for use in dairy products and products containing dairy ingredients 
at prices which vary according to end use. The volume of dairy components accessed under this class is monitored through permits issued by the Canadian Dairy Commission. 


f 


Canadian Dairy Commission—Annual Report 2009-2010 


APPENDIX 2 


GLOSSARY 


Canadian Milk Supply 

Management Committee (CMSMC) 

The CMSMC is the key national body 

for policy development and discussions 
respecting the sectors of dairy production and 
processing. It oversees the application of the 
National Milk Marketing Plan. The Canadian 
Dairy Commission (CDC) chairs and supports 
the CMSMC and its Secretariat, a technical 
committee which provides economic analysis 
and advice to the members of the CMSMC. 
The CMSMC has representation from 
producers and governments of all provinces. 
Representatives of national consumer, 
processor and producer organizations also 
participate as non-voting members. The 
CMSMC meets four times per year to review 
and consider the major economic and mar- 
keting factors affecting the dairy sector. It also 
reviews and monitors the CDC’s marketing 
operations and promotional activities; the 
pooling systems established for market 
returns from certain milk sales; and provin- 
cial quota allocations and utilization. The 
CMSMC determines the national production 
target or Market Sharing Quota (MSQ). 


Canadian Requirements 

Total domestic consumer demand plus 
planned exports for all industrial milk 
processed into dairy products. 


Dairy Producers 
Dairy producers are farm owners and opera- 
tors who keep a herd of cows and ship milk. 


Dairy Year 

The major elements of the supply manage- 
ment system for the Canadian dairy sector 
operate on a dairy rather than a calendar or 
fiscal year basis. Established to co-ordinate 
the natural patterns of milk production with 
market requirements, the dairy year goes 
from August 1 to July 31. 


Domestic Requirements 
Total domestic consumer demand for all 
industrial milk processed into dairy products. 


Further Processors 

Further processors use milk or other dairy 
products to manufacture other food products 
that are sold at the retail level. 


Industrial Milk 

Milk sold for processing into such dairy 
products as butter, cheese, ice cream 
or yogurt. 


Market Sharing Quota (MSQ) 

The MSQ is the national production target 
for industrial milk. This target is constantly 
monitored and adjusted when necessary to 
reflect changes in the domestic demand for 
industrial milk products, as measured in 
terms of butterfat, as well as changes in 
planned export activity. The CMSMC applies 
the terms of the National Milk Marketing 
Plan to establish the provincial shares of the 
MSQ. Each province allocates its share of 
the MSQ to its producers according to its 
own policies. 


Milk Class 

All milk in Canada is classified according to 
its use (for example, fluid, cheese, butter, 
etc.). The price paid to the producer for the 
milk depends on the class. This classifica- 
tion system is not related to milk quality. 
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National Milk Marketing Plan 

The National Milk Marketing Plan is the fed- 
eral/provincial agreement that provides the 
framework for the operation of the milk sup- 
ply management system and is administered 
by the CMSMC. All Canadian provinces are 
signatories to the national Plan. 


Processors 

Processors are Companies or co-operatives 
that buy raw milk and manufacture fluid 
milk and cream, or other dairy products. 


Supply Management 

Supply management is a system by which 
the production of milk is controlled by pro- 
duction quotas at the farm level. The size of 
the quota depends on the demand for milk 
and other dairy products. 
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Structural Surplus 

Since milk production quotas are measured 
in terms of kg of butterfat, and because the 
demand in Canada is greater for butterfat 
than for the non fat portion of milk, there 
is a surplus of non fat milk components, 
mainly in the form of skim milk powder. 


Support Prices 

Support prices are the prices at which the 
CDC offers to purchase domestically produced 
butter and skim milk powder under its 
Domestic Seasonality Programs. Support 
prices act as reference prices in the wholesale 
dairy trade and indirectly affect the wholesale 
prices of all industrial dairy products. They 
are established at levels designed to generate 
a fair return for producers. 
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Mandate of the Canadian Dairy Commission 


Under the Canadian Dairy Commission Act, the CDC’s legislated objectives are: 


* to provide efficient producers of milk and cream with the opportunity to 
obtain a fair return for their labour and investment; and 


* to provide consumers of dairy products with a continuous and 
adequate supply of dairy products of high quality. 
Mission statement 


To enhance the vitality of the Canadian dairy industry 
for the benefit of all stakeholders. 


Values 


Integrity, leadership, respect and dignity, professionalism. 


Commission Staff is available to serve you, Communications This publication is also available 
in either official language, from 8 a.m. to Canadian Dairy Commission in libraries across Canada 

4:30 p.m. Eastern time, Monday to Friday Building SS, NCC Driveway 

(statutory holidays excluded). Central Experimental Farm Be eee 
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Mister Minister, 


Iam pleased to submit the Canadian Dairy Commission’s 
Annual Report for the 2010-2011 dairy year. As we conclude 
the year, the Canadian Dairy Commission (CDC) is in a sound 
financial position and has achieved most of the objectives it had 


set for itself. Some of these objectives were not reached either 


because the industry was not ready to move forward on some 
issues or because circumstances required a change in direction. 
Overall, the CDC continued to help the Canadian dairy industry 
and its stakeholders respond positively to the many challenges 


that arose. 
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This year, the Commission Board received the 
2011 Special Examination Report from the Office 
of the Auditor General (OAG). The OAG found 
no significant deficiencies in the Commission's 
systems and practices and noted good practices in 
a number of areas. It did, however, make certain 
recommendations which the CDC has already started 
to implement. The first was that the Canadian Dairy 
Commission identify and report on quantitative 
performance indicators that better demonstrate 
whether it is achieving its mandate. For the next 
dairy year (2011-2012), the CDC has grouped its 
objectives according to the two parts of its legislated 
mandate and tied them whenever possible to 
quantifiable measures. This will enable the Board to 
better monitor the performance of the corporation as 
it relates to its core mandate. 


nits second recommendation, the OAG asked the 
CDC Board to periodically assess its skills and seek 
outside expertise to complement the skills of the 
Board members. Recognizing that some skills can be 


acking in a three-member board, the CDC Board will 
periodically assess its skills and use outside expertise 
when deemed necessary for specific projects, as it did 
for the transition to International Financial Reporting 
Standards. 


Finally, the OAG recommended that procedures be 

developed for Board members to declare and manage 

conflicts of interests and asked the CDC to consult 

with the Office of the Conflict of Interest and Ethics 

Commissioner. The CDC has taken steps to modify 
d 


bylaws and to develop procedures to manage 
such conflicts. Furthermore, the Office of the Conflict 
of Interest and Ethics Commissioner indicated that 


a Commissioner who is also an active dairy producer 


is not in a conflict of interest situation as he is 
considered to belong to a broad class of persons as 
defined by the Conflict of Interest Act. 


As we undertake a new year, | would like to take this 
Opportunity to express my appreciation for the co- 
operation we receive from industry stakeholders, 
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provincial governments, the Minister's Office and 
our colleagues at Agriculture and Agri-Food Canada 
and the other Agriculture and Agri-Food Portfolio 
organizations. We are also indebted to the CDC 
employees who run our operations with efficiency 


and fairness. 


On behalf of the Board, | would like to thank you, 
Mr. Minister, for supporting the work of the CDC. 


hu Llarean. 


Randy Williamson 


The Canadian Dairy Commission (CDC) is proud to partner in 
many ways with the Canadian dairy industry, an industry 
characterized by a spirit of collaboration, contributing $15 billion 


annually to Canada's economy! 


1 


Eco ressources consultants, 2011. Les retombées économiques de |'industrie laitiére au Canada, 
Rapport final 
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Overall, 2010-2011 has been another year of growth 
for the Canadian dairy industry with domestic 
demand for dairy products growing by 3%. Industrial 
milk quota was increased from 180.08 to 189.62 
million kg of butterfat. However, production 
remained below quota in most provinces for most of 
the year. Private stocks of butter and cheese remain 
t relatively high levels but CDC stocks of butter are 
ow. As a result of measures put in place by provincial 


oO ww 


milk marketing boards, production has been growing 
at a faster rate than demand since late spring 2011. 
This will allow supplies to meet demand in the fall 
2011 and rebuild stocks during the winter 2012. Asa 
precaution against butter shortages in the fall, the 
CDC decided to buy most of the mandatory imports 
0 F 


ft butter early in the fa 


World prices for skim milk powder were very volatile 
throughout the year. The CDC was able to take 
advantage of high price periods to export. Thanks 
to this strategy, 11,176 t of skim milk powder were 
exported in 2010-2011 compared to 8,700 t during 
the previous year. In the case of butter, world prices 


remained relatively high throughout the year. Besides 
125 t exported in August 2010, Canada had no surplus 
to export in 2010-2011. 


The removal of surplus milk solids non fat (SNF) 
From the Canadian market was very successful this 
year. Lower purchases coupled with sales similar to 
ast year’s allowed the CDC to reduce its class 4(m) 
inventories to approximately 10,000 t which was 
the target set for this type of inventory. Except for 
a few months in 2007, this is the lowest that these 
inventories have been since 2003, when a World 


Trade Organization ruling severely curtailed Canadian 


dairy exports, pushing inventories upwards. 


Last November, the CDC announced an increase in 
support prices of skim milk powder and butter for 
February 1, 2011. The rise in the cost of producing milk 


n Canada warranted this modest increase of 1.5%. 


The dairy industry continues to try to reduce market 
risks for producers. The Canadian Milk Supply 
anagement Committee (CMSMC) therefore asked 
the CDC and Dairy Farmers of Canada (DFC) to 
undertake consultations with provincial producer 


organizations, provincial governments and processor 
representatives on the possibility of launching 
negotiations aimed at creating a national pool for all 
milk classes. The CDC and OFC presented the results 
of these consultations to the CMSMC in April 2011. 
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A mandate for a P10 Negotiating Committee was 
charted and endorsed by the CMSMC in July 2011. 


As a result of favourable world prices for skim 
milk powder (SMP) and conservative purchasing 
practices, the CDC was able to generate a surplus of 
$24.6 million which will be refunded to producers 
through the provincial milk marketing boards and 
agencies. Furthermore, the CDC borrowed less 
money from the Government of Canada this yea 
($55.8 million) compared to the previous year ($98.9 
million) because of relatively low butter and SMP 


inventories. Overall, retained earnings at year-end 


remained virtually unchanged from the previous year. 


Dairy industry trends 


Because of the supply management system, 
the environment in which the CDC operates is 
more stable than that of dairy industries in other 
countries or of some other agricultural industries 
in Canada. The support of the Canadian and 
provincial governments for this system bodes 
well for the stability of our environment and the 
industry generally enjoys a positive public image 
The Canadian dairy industry is highly regulated and 


organized, and over the years, it has developed some 


excellent risk mitigation tools such as the pooling 
of markets and revenues and innovation incentives 
such as the Matching Investment Fund. It is also 
worth noting that most of the industry, from the 
farm to the plant, is profitable while consumers 
enjoy a continuous supply of quality dairy products 


at predictable prices. 


The trend towards harmonization of policies and 
integration of activities among provinces which 
began three years ago is still strong in both regional 
milk pools. In the Western Milk Pool (WMP), the 
main areas of emphasis are milk transportation, milk 


receiving at plants, and policies on milk allocation 
to plants. A harmonized yard and lane policy was 
approved and implemented in 2011. In the Eastern 
Pool (the PS), recently created working groups will 
consider further harmonization of milk utilization 
and audit standards, milk transportation, and milk 
quality rules. Furthermore, the P5 is working to 
establish a harmonized governance structure and will 


be hiring a consultant to help establish a vision and 
propose options. 


Discussions are ongoing with provincial auditors 
responsible for auditing milk utilization at the plant 
level in order to promote uniform best practices 
across the country during those audits. The WMP 
approved the interpretation guidelines that will 
harmonize milk utilization reporting. The CDC acts 
as a facilitator and a technical advisor in these 
discussions and negotiations. The results of greater 


harmonization are a simpler milk marketing system 


and a more level playing field for both producers and 
processors, 


On the international front, negotiations are still 
ongoing at the World Trade Organization but it 
is unclear at this time whether or not a new trade 
agreement will be reached in the next dairy year 
2011-2012). Furthermore, negotiations between 
Canada and the European Union are progressing and 
the impact of such an agreement on the Canadian 
dairy industry is not clear for the time being. The CDC 


continues to monitor trade negotiations and market 
fluctuations very closely. 
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Current trade rules already pose a risk to the 
domestic dairy market. World dairy prices and 
exchange rates are increasingly volatile. The tariff 
wall that protects domestic markets from large 
volumes of imports has been threatened on a few 
occasions in the past years. World prices are currently 
high enough to prevent additional imports of dairy 
products. Nevertheless, it is possible that at some 
point, world prices will be low enough that butter, 
for example, will be imported despite tariffs at the 
border and transportation costs. The risk is even 
higher when the Canadian dollar is strong. Depending 
on volumes, such imports could disrupt milk supply 
management significantly. 


Financial trends 


After several years of low interest rates, the CDC 
expects them to remain at historically low levels 
in 2011-2012. Since the CDC borrows money from 
the Consolidated Revenue Fund and from a line of 
credit to administer programs on behalf of the dairy 
industry, higher interest rates increase its transaction 


Annual Report 2010-2011 


costs. However, increases in interest rates will have 
no impact on the financial results of the CDC because 
interest fees are paid either by dairy producers or by 
the marketplace. 


Starting with dairy year 2011-2012, the CDC will adopt 
the International Financial Reporting Standards 
(IFRS) as the primary basis of accounting. The CDC's 
accounting systems have been gradually prepared for 


this change and the new standards are not expected 
to significantly impact the CDC's financial results. 


Workplace trends 


Recruiting employees with specialized knowledge 
in the fields of agricultural economics and the 
dairy industry remains a challenge due to the small 
number of potential candidates. Employee attraction 
and retention are therefore important. The CDC is 


aware that it faces strong competition from other 


government departments and the private sector to 
replace people who move on or retire. In order to 


deal with a lean workforce and increased stakeholder 
demands, the CDC will continue to automate and 
Streamline its processes to increase efficiency. These 
parameters will guide the CDC's management and 


planning of human resources. 


The CDC took these trends into account when 
planning its activities and objectives for the 2011- 
2012 dairy year. These can be found in the section of 


this report entitled Performance and Coals. 


Or 


John Core 
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The Canadian Dairy Commission (CDC) is a Crown corporation 
created in 1966 by the Canadian Dairy Commission Act. The 
Commission reports to Parliament through the Minister of 
Agriculture and Agri-Food to whom it serves as an advisor 
on matters related to the dairy industry. The CDC is part of the 
Agriculture and Agri-Food Portfolio along with Agriculture and 
Agri-Food Canada, the Canadian Food Inspection Agency, the 
Canadian Grain Commission, Farm Credit Canada, the Farm 
Products Council of Canada, and the Canada Agricultural Review 


Tribunal 
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The federal government funds about half of the 
CDC's administrative costs. Other costs, including 
marketing activities, are funded by dairy producers 
and the marketplace. The CDC also borrows money 
from the Consolidated Revenue Fund and from a line 
of credit to finance the programs it administers on 
behalf of the dairy industry. 


Since supply management was first applied to the 
dairy sector, the CDC has been in charge of two of 
the three pillars of the system: support prices? and 
industrial milk quota. Once a year, the CDC sets 
the support price of butter and skim milk powder 
following consultations with industry stakeholders. 
These prices are used as references by the provincial 
milk marketing boards to establish the price of 
industrial milk in each province. Through its many 
roles and central facilitating function in the dairy 
industry, the CDC ensures that Canadian dairy 
farmers receive sufficient revenues from the 
marketplace to achieve decent living standards and 
invest in their businesses. 


The CDC also monitors national production 
and demand and recommends the necessary 
adjustments to the national production target for 
industrial milk. It ensures that milk production in 
Canada matches demand from Canadian consumers. 


Support prices are the prices at which the CDC buys and sells 
Canadian butter and skim milk powder under its Domestic 
Seasonality Programs. 


It is important to avoid any shortage of dairy 
products and just as important to avoid production 
surpluses that are costly to handle, store and market. 


To achieve its mandate, the CDC works with provincial 
governments and dairy industry stakeholders such 
as dairy producers, processors, further processors 
and consumers. It supports the dairy industry in 
the development and implementation of major 
programs. On the industry's behalf, the CDC 
administers the Special Milk Class Permit Program?, 


the Domestic Dairy Product Innovation Program, 
the Dairy Marketing Program as well as the pooling 
systems. 


The CDC chairs the Canadian Milk Supply Management 
Committee (CMSMC)* and in this capacity, apprises 
the committee on matters of interest or concern that 


require resolution and, when necessary, proposes 
various solutions, alternatives or recommendations 


to enhance orderly and efficient marketing with an 


eye to avoiding deficit or surplus milk production. The 
CDC performs a similar role for the Eastern Canadian 
Milk Pool (P5) and the Western Milk Pool (WMP): 


A more detailed description of CDC's programs is presented in the 
section of this report entitled Activities and Programs 


The CMSMC is the main national decision-making body of the dairy 
industry, 


See p.21 for more information on these pools. 
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CDC ata glance 


Created in 1966 
59 employees (as of July 31, 2011) 


Location: Ottawa 
Web site: www.cdc-ccl.gc.ca 


Budget 2011-2012 (dairy year): $8.086 million 


Dairy year: August 1 to July 31 


Mission 
To enhance the vitality of the Canadian dairy industry 
for the benefit of all stakeholders. 


The Canadian Dairy Commission achieves its mission 
by administering the dairy supply management 


system and by providing leadership and guidance to 


dairy industry stakeholders. 


Values 


Integrity, leadership, respect and dignity, and 
professionalism 


Structure 

The employees of the CDC belong to one of three 
sections, as illustrated in the following figure. 
Each section is under the responsibility of a senior 
director or director. About every two weeks, the CEO 
meets with the section heads to discuss the day-to- 
day operations of the CDC and make the required 
decisions. 
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Farm cash receipts 


As a key contributor to the Canadian economy in the 
2009 calendar year, the dairy industry ranked third 
behind grains and red meats, generating $5.5 billion 
in total net farm receipts. 


Number of farms and production per farm 


nthe 2010-2011 dairy year, Canada had 12,965 dairy 
farms. Although there has been a decline in the 


number of dairy farms in Canada, individual farming 
units have grown in size and have increased their 
efficiency. The average production per farm in the 
2010-2011 dairy year was 6,549 hectolitres, a 3.5% 
increase from the previous year. Based on Canadian 


Dairy Herd Improvement records, the average annual 
production of a dairy cow in Canada is 9,768 ke 
of milk. 


In the 2010-2011 dairy year, Quebec and Ontario 
had the greatest percentage of dairy farms at 81%, 
followed by 13% in the Western provinces, and 6% in 
the Atlantic provinces. 
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Milk processing 


In the 2010 calendar year, the dairy processing 
industry generated $13.7 billion worth of products 
shipped from approximately 455 processing plants 
(274 of which are federally registered) accounting for 
15% of all processing sales in the food and beverage 
industry. The dairy processing sector employed 
22,650 people. 


Milk markets 


Canadian dairy producers supply two main markets: 
® fluid milk, including creams and flavoured milks 


® industrial milk used to make products such 
as butter, cheese, yogurt, ice cream and milk 
powders. 


In the 2010-2011 dairy year, the fluid milk market 
accounted for approximately 39% of total producer 
shipments, or 118.79 million kg of butterfat®. The 
industrial milk market accounted for the remaining 
61% or 186.87 million ke of butterfat of total 
producer shipments. 


Provincial marketing boards and agencies purchase 
milk from producers and sell it to processors for 
the manufacture of dairy products. The milk sold 


6 Milk quotas and milk production in Canada are expressed in ke of 


butterfat. 


to processors in Canada is classified according to its 
end use based on the Harmonized Milk Classification 
System’. The price paid for milk by processors varies 
according to the milk class. The following table 
shows how Canadian milk production was used in 
2010-2011. 


Milk utilization per class 


Class Millionkg  % of 
of butterfat total milk 
: Ree ee ene eee oe ee 2 delice se = ; aes: 

2 234 7.8 
3(a) and 3(b) IGESSS 34.1 
4(a) and 4(a)1 pode 18.4 
A(b), 4(c), 4(d), 4(m) 3.41 id 
5(a), 5(b), 5(c) AIS GV 8.4 
5(d) 0.98 0.3 
TOTAL 304.78** 100.0 


** This figure cannot be compared to the data on page 63 because it 
excludes milk supplied to food banks, milk sold at fairs and losses. 


’ Harmonized Milk Classification System (http://www.cde-ccl gc.ca/ 
CDC/index-ene.php?id=3811 


The Canadian Dairy Commission 


The CDC is governed by the Canadian Dairy Commission Act, 
the Financial Administration Act, and the Public Service Labour 


Relations Act It is also governed by the following regulations: 
* the Dairy Products Marketing Regulations 


= 


- the EEC Aged Cheddar Cheese Export Regulations 


It reports to Parliament through the Minister of Agriculture and 


Agri-Food. 
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Governing Board 

The governing board for the CDC is composed of 
the Chairperson, the Commissioner, and the Chief 
Executive Officer (CEQ). The CDC board members 
are appointed by the Governor in Council and all 
three positions are part-time appointments. The 
Commission meets every four to six weeks. 


The members of the Board have many years of 
dairy industry experience and together they bring a 
balanced approach to satisfying the objectives of the 
Stakeholders. 


Commissioners 
Chairman (reappointed August 1, 2010 for a 
three-year term) 


Randy Williamson 
Mr. Williamson has a Marketing Diploma from 
the University of Western Ontario and a Sales and 
Marketing Diploma from the University of British 
Columbia. He has over 30 years of experience in 
the dairy processing industry. He began his career 
with Fraser Valley Milk Producers in 1974, moving 
to Dairyland Foods in 1986, and subsequently to 
Dairyworld Foods in 1992 and to Saputo in 2001, 
where he remained until his retirement in 2006. 


Mr, Williamson also has extensive board experience 
as Director of the National Dairy Council (1990-2006), 
Director of the Nova Scotia Dairy Council (1998-2005), 
and President of the British Columbia Dairy Council 
(1994-1996). 


Commissioner (reappointed August 1, 2070 for a 
three-year term) 


Gilles Martin 

Mr. Martin has a post-secondary degree in 
Zootechnology from the Institut de technologie 
agroalimentaire in La Pocatiére. He has been 
involved in the milk producing industry since 1977, 
and operates a dairy farm in Riviére-Ouelle, Quebec. 


Over the past 20 years, Mr. Martin has been a 
respected member of the Union des producteurs 


agricoles, and has held various positions within 
the organization, notably President of his regional 
farmers’ union, the Fédération de |'Union des 
producteurs agricoles de la Céte-du-Sud, and 
member of the Board of Directors of the Syndicat des 
producteurs de lait de la Cote-du-Sud. Presently, he 
is also the President and a founding member of the 


Centre de développement bioalimentaire du Québec, 
an agri-food research and development centre, anda 
board member of the agri-food co-operative Groupe 


Dynaco, 


John Core, Chief Executive Officer, Randy Williamson, Chairman; Gilles Martin, Commissioner 


Governance 
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Chief Executive Officer (reappointed October 7, 2008 
for a three-year term) 


John Core 

Mr. Core holds a Masters degree from the University 
of Guelph. He was a lecturer at Ridgetown College in 
Ontario at the beginning of his career. He then owned 
and operated a dairy and cash crop farm in Lambton 
County, Ontario, with his brothers. During his dairy 
farming years, Mr. Core was a board member for Dairy 
Farmers of Ontario from 1981 to 2001. He chaired 
this organization from 1990 to 2001. He was also a 
member of the board of Dairy Farmers of Canada 
from 1986 to 2001, and was the organization's 
President between 1999 and 2001. He is currently a 
member of the boards of the Guelph General Hospital 
and The Royal Agricultural Winter Fair. 


Board Committees 


Audit Committee 


The Committee met quarterly to review the financial 
statements and receive internal audit and program 
evaluation reports. It also oversaw the transition to 
the International Financial Reporting Standards. 


Members 
Commissioner (chair) 


Chairperson 
Chief Executive Officer 


Canadian Dairy Commission 


SENIOR MANAGEMENT TEAM 
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Nominating Committee 


The Committee met in April and July of 2011 and also 
by teleconference to discuss recommendations for 
the soon to be vacant CEO position. 


Members 
A member of the Commission (chair) 


Senior Director, Policy and Corporate Affairs 
Executive Director, Dairy Farmers of Canada 


President and CEO, Dairy Processors Association 
of Canada 


Representative from the Consumers Association of 
Canada at the Canadian Milk Supply Management 
Committee 


As part of its overall stewardship in 2010-201), the 
governing board approved the CDC’s Corporate Plan 
for the period starting in 2011-2012 and ending in 
2015-2016. The Corporate Plan contains all the major 
directions of the corporation as well as its forecasted 
budgets and borrowing plan. The Corporate Plan was 
approved by Treasury Board on June 16, 2011. 


The Commission updated its Corporate Risk Profile. 
This is an internal document that is reviewed at 
least once per year (latest review was March 2011) 


by CDC management. It outlines the risks identified 
by managers and directors as posing a threat to the 
core mandate of the CDC and/or to the achievement 
of its goals. The plan defines each risk, describes 
the existing measures for managing the risk, 
incremental risk management strategies and the 
group responsible for implementing these strategies. 


The Profile is taken into consideration when doing 
analysis during the strategic 


the environmenta 
planning session. 


The Board also approved the Annual Report and 
Financial Statements for dairy year 2009-2010 
as well as the budget for fiscal year 2011-2012. It 
completed a process to evaluate its performance. 
The conclusion of this evaluation was that the Board 
functions efficiently. The results were communicated 
to the Minister of Agriculture and Agri-Food and the 


Treasury Board Secretariat. Finally, in March 2011, the 
Board received the report of the Special Examination 
conducted by the Office of the Auditor General in 
2010 and started to implement its recommendations. 


In addition, the CDC took the following measures to 


ensure good governance practices. It held the CDC's 
fourth Annual Public Meeting in January in Ottawa. 
This meeting is open to the public but is generally 
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attended by about 50 representatives of the dairy 
industry. It gives the CDC the opportunity to report 
on its financial statements and activities for the past 
and Current dairy years and to answer any question 
from participants. 


As outlined in the CDC's six-year Audit Plan, internal 
audits performed during the year included the 
management of the funding given by the CDC to the 
CQM) 
program. These two programs are managed by Dairy 


Podium project and the Canadian Quality Milk 


Farmers of Canada. An important recommendation 


on CQM resulted in a template being developed to 
ensure consistent reporting that could be cross 
checked against produc 
Commission. The audit of the Domestic Dairy Product 
Innovation Program (DOPIP) was also completed. 


tion information at the 


The industry accepted two key recommendations: 


to harmonize the monthly reporting of DDPIP data 
and to obtain plant auditor reports on project activity 
annually. Executive summaries of internal audit 
reports were approved by the Audit Committee. 


As outlined in the CDC's five-year Program Evaluation 
Cycle, program evaluations performed during the year 
included the management of the 4(m) class (animal 
feed) and external services offered to the industry 


and the public. These external services included 
support to industry committees (policy analysis, 
meeting logistics, translation, etc.) and audits. 
Executive summaries of program evaluation reports 
were approved by the Audit Committee. Although 
the Treasury Board Secretariat Policy on Evaluation 
does not apply to the CDC, the corporation strives to 
comply with its general principles. 


In accordance with the requirements of the 
Canadian Accounting Standards Board (AcSB), the 
CDC will adopt International Financial Reporting 
Standards (IFRS) as of August 1, 2011. To meet 
the IFRS transitional requirements, the CDC 
created an IFRS Working Group in the fall of 2008 
which is supported by external advisors to review, 
recommend and implement the changes required 
to ensure compliance with the new IFRS by our 
deadline of August 1, 2011. The CDC is currently on 
track with its IFRS conversion plan and will meet the 
implementation deadline. 


Senior Management Team 

The Senior Management Team is responsible for 
the day-to-day operations of the Canadian Dairy 
Commission. It includes the Chief Executive Officer 
(chair), the Director, Audit and Evaluation, the Senior 
Director, Finance and Operations, and the Senior 
Director, Policy and Corporate Affairs. 


Director, Audit and Evaluation 
Robert Hansis, CGA, MBA, CFE 
Mr. Hansis has been the Director of Audit at the 
Canadian Dairy Commission since 1991 and assumed 
responsibility 
responsible for updating the Milk Utilization Audit 


£ 


Or program evaluations in 2009. He is 


Standards which is the national audit manual used 
by all milk plant auditors. 


Mr. Hansis holds a Bachelor of Science in Business 
Administration from Northeastern University, a 
Certified General Accountant designation and a Master 
in Business Administration from Concordia University. 
He is also a Certified Fraud Examiner. He was previously 
Audit Manager, leading the day to day audit operations 
of an international $2 billion sales organization involved 
in forest products and packaging. 
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Senior Director, Finance and Operations 


Gaétan Paquette 

Mr. Paquette holds a Bachelor of Science in Dairy 
Science from the University of Guelph and an 
M. Sc. in Food Science from the University of British 
Columbia. He started his career as an agrologist with 
OMAFRA and subsequently worked for Agriculture 
and Agri-Food Canada (AAFC) in research and 
inspection before joining the CDC in 1987. 


Mr. Paquette has been Senior Director, Finance and 
Operations, at the CDC since 2002. He has helped 
the Canadian dairy industry adapt to changes such 
as the 1994 WTO Agreement on Agriculture, the new 
export rules, and the constant challenge of disposing 
of structural surplus. Mr. Paquette is responsible for 
key programs such as the Special Milk Class Permit 
Program, the Dairy Marketing Program, the Domestic 
Seasonality Programs, the Surplus Removal Program 
and the Domestic Dairy Product Innovation Program. 
He is also responsible for the finance, administration 
and IT functions of the CDC. For the past 20 years, 
Mr. Paquette has chaired and been a member of 
various committees of the International Dairy 
Federation (IDF). 
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Senior Director, Policy and Corporate Affairs 


Gilles Froment 

Mr. Froment is an economist and professional 
agrologist with a B.Sc. in Economics from the 
University of Montreal as well as a M.Sc. in 
Agricultural Economics from McGill University. After 
gaining some experience with AAFC in Montreal 
and as Market Analyst with the Canadian Turkey 


arketing Agency in Toronto, Mr. Froment joined the 
Canadian Dairy Commission in 1997 as a policy and 


=) 


ogram analyst. 


Wy 


ince 2002, he has been the Senior Director of 
olicy and Corporate Affairs, a directorate that 


U0 


oversees Policy and Economics, Communications 
and Strategic Planning, and Human Resources. 
Among his other duties, he is secretary to the 


Gilles Froment, Senior Director, Policy and Corporate Affairs; Robert Hansis, Director, Audit and 
Evaluation; Gaétan Paquette, Senior Director, Finance and Operations 
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Canadian Milk Supply Management Committee and 
an advisor to the P5 Supervisory Body and Western 
ilk Pool Coordinating Committee. He also chairs 
various technical committees. For the last six years, 
. Froment has been the Canadian representative 


on the IDF Standing Committee on Dairy Policies 


and Economics and he is also vice-president of the 
Canadian FIL-IDF National Committee. 


The Canadian Dairy Commission (CDC) monitors demand 
and adjusts supply of milk, ensures a fair return to producers, 
and encourages market development. Its activities include the 
administration of several key programs related to market supply 


and growth on behalf of the industry. 


Canadian Dairy Commission Annual Report 2010-2011 


Milk Supply 


Chairing the Canadian Milk Supply 
Management Committee (CMSMC) 


The CMSMC is a national body for policy development 
and discussions in the sectors of dairy production and 
processing. It includes representatives of producers 
and governments from all provinces and non voting 
representatives of national consumer, processor 
and producer organizations. As chair of the CMSMC, 
the CDC provides ongoing leadership, advice and 
analysis to the Canadian dairy industry in close co- 
operation with national and provincial stakeholde 


iva) 


and governments. 


As a result of recommendations made at the CMSMC 
meeting in July 2010, a nationwide consultation on 
the creation of a national milk pool was undertaken. 
Provincial boards, provincial governments, an 


d 
processors were consulted, and a report was 
presented to the CMSMC in April 2011. This report 
outlined potential future risks and recommended the 
creation of a Negotiating Committee. A mandate for 
a P10 Negotiating Committee was drafted and the 
CMSMC endorsed it in July 2011. It outlines the main 


areas of negotiation, the membership, and timelines 


of the Negotiating Committee. 


In April 2011, the CDC received the mandate from the 
CMSMC to add, if needed, a growth allowance to the 
industrial milk quota. In the past, these decisions 
have been taken by the CMSMC and the process 


was often too long to react to the market in a timely 
fashion. The new arrangement is a one-year trial 
that will start on the date of the first addition of a 
growth allowance. The need for a growth allowance 
has not been felt in this dairy year, since producers 


have enough quota to fulfill market needs. 


Determining and Adjusting Quota 


The Commission monitors trends in Canadian 
requirements® (demand) and industrial milk 
production (supply) on a monthly basis. This allows 
the CDC to adjust the market sharing quota (MSQ) 
every two months under the authority of th 


wo 


CMSMC to reflect changes in the domestic deman 


planned exports. The objective when establishin 
the MSQ Is to minimize the possibility of shortage 
Or surpluses in the domestic market. Any surplu 
if 
S 


e 
d 
for industrial milk products, as well as changes in 
8 
S 
S 


hat occurs is managed by adjusting the market 


haring quota, by temporarily storing surpluses 
at the expense of producers or, in exceptional 
circumstances, by exporting within Canada’s trade 
commitments. 


The quantity of butterfat required to fulfill domestic demand and 
planned exports for industrial dairy products. 


National milk production target for industrial milk in Canada, 
expressed on a butterfat basis. The MSQ takes into account the 
fact that a portion of the butterfat from the fluid milk market will 
be used in the industrial milk market (skim-off). 


Activities and Programs 


Over the course of the 2010-2011 dairy year, Canadian 
requirements were 189.49 million kg of butterfat, 
up 3.08% from the previous year. A strong growth 
in domestic demand for butter and in butterfat 
utilization in the further processing sector explains 
most of the increase in Canadian requirements. 
A decrease in skim-off from the fluid market also 
created additional need for industrial milk. 


During the same period, industrial milk production 
increased to 186.87 million ke of butterfat compared 


fe 


to 183.40 million kg of butterfat a year earlier. 


Because of poor weather and feed quality, production 
was slow to pick up but started to increase rapidly 
during the second half of the dairy year. Most of 
the growth came from the Eastern provinces where 
weather conditions were more favourable. The 
growth is expected to remain strong in the fall. 
Butter stocks, which are currently low, are expected 
to return to normal levels in 2011-2012. 


Domestic Seasonality Programs 


Domestic Seasonality Programs allow the industry 
to cope with the seasonal demand of dairy 
products. The industry has mandated the Canadian 
Dairy Commission to operate these programs in 
cooperation with the private sector. Generally, the 
CDC buys and stores products when consumption 
is low and sells to processors when consumption 
ises. Except for imported butter and butteroil, these 


transactions take place at support prices. 
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Summary of transactions under the Domestic Seasonality Programs 


Openinginventory Purchases Sales Closing inventory 
Tonnes 
SUtt 14,652 22,009 26,907 9,754 
Skim milk powder 1,635 031 ifshsis 1,671 


Data include imported butter and butteroil 


Imports 


Under the terms of the 1994 WTO Agreement on 
Agriculture, Canada has established tariff rate 
quotas (TRQ) for a number of dairy products. 
TRQs are the quantities of products that can enter 
Canada with little or no tariff. With the support of 
the industry, the CDC has acted as the receiver of 
imports of butter under federal permit since 1995 and 
has directed this product to the food sector through 
butter manufacturers. This year, the tariff rate quota 
for butter remained at 3,274 t. Of this, approximately 
two thirds (2,000 t) is specifically allocated to New 
Zealand. 


Surplus Removal Program 


The CDC administers a Surplus Removal Program on 
the industry's behalf. The CMSMC directs the CDC in 
operating the program. The program ensures that 
milk surplus to the domestic market is removed in the 
appropriate region and in a timely fashion. Under this 
program, the CDC buys surplus butter or skim milk solids. 
n the rare instances where excess butterfat occurs, the 
CDC may sell it on the export market. The CDC buys 
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surplus of skim milk solids and sells it either on the 
export market or in marginal domestic markets such 
as the animal feed market. All exports must fall within 
Canada's trade commitments. These markets yield 
lower returns to producers than the regular domestic 
classes, Revenues from these markets are shared among 
all Canadian producers through the Comprehensive 


Agreement on Pooling of Milk Revenues. 


In 2010-2011, 59.8 t of skim milk powder equivalent 
were removed from the market. This quantity is 
broken down as follows. 


CDC purchases of skim milk powder 
CDC purchases of skim milk powder 


Processor sales of skim milk powder 


Dairy blends 


ilk protein concentrate 


Other products 


Other skim milk powder and milk protein concentrate 


Producer Revenues 

Pricing 

Each year, the CDC reviews and establishes support 
prices for butter and skim milk powder. These prices 
are used by the CDC when purchasing or selling 
these dairy products. Support prices also serve as 
a reference for provincial milk marketing boards 
and agencies when they establish the prices paid 
by processors for industrial milk. 


Two elements of the CDC's mandate are taken 
into account in the pricing decision: providing 
efficient producers with an adequate return on their 
labour and investment, and providing Canadian 
consumers with an adequate supply of high quality 
dairy products. Each year, the CDC holds pricine 
consultations and the views of dairy industry 
stakeholders are carefully examined before making 


this decision. 
Market Tonnes 
a oe rpc onvaeetee : eS oie ia 
Animal feed 15.0 
Animal feed (See 
Animal feed 2.8 
Export 9.4 
Export 6.0 
Export 2.) 


TOTAL 59.8 
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To make their decision, Commissioners have access 
to the results of an annual study undertaken by 
the CDC and its partners on the cost of producing 
one hectolitre of milk in Canada. In 2010-2011, the 
methodology used to arrive at a single national cost 
of production was significantly adjusted to better 
respect statistical and economic methodologies. 


Because of the increase in farm input costs in 
2009, support prices of butter and skim milk 
powder were increased on February 1, 2011. The 
support price of butter increased from $71024 to 
$7.1922 per kg whereas the support price of skim 
milk powder increased from $6.1783 to S$6.2721 
per kg. This increase was announced at the end of 
November 2010. 


The price paid by processors for fluild milk is 
established by the provinces. From 2009 to 
August 1, 2011, all provinces agreed to use the 
same fluid milk pricing formula. At the request of 
the regional milk pools, the CDC is administering 
this formula. Regional pools created a committee 
to review the current pricing formula, explore 
mechanisms to set the price of fluid milk as well 
as the frequency of fluid milk price adjustments. 
The CDC chairs this committee and provides it with 
technical support and expertise. 


Pooling of Markets and Producer Returns 

For dairy producers, pooling agreements are a good 
tool to mitigate the financial risks associated with 
the evolution of the domestic market. In its role as 


a national industry facilitator, the Canadian Dairy 
Commission administers the three federal-provincial 
agreements that frame the sharing of revenues and 
markets among Canadian milk producers on behalf 
of the dairy industry. 


Comprehensive Agreement on Pooling of Milk 
Revenues 

Under the Special Milk Class Permit Program 
implemented in 1995, competitively priced industrial 
milk is made available for use in dairy products 
and products containing dairy ingredients. The 
Comprehensive Agreement on Pooling of Milk 
Revenues provides a means for the market returns 


from the sale of milk to processors for special class 
purposes to be shared among the dairy producers of 
all ten provinces. 


Agreement on the Eastern Canadian Milk Pooling 
This agreement provides a means for revenues from 
all milk sales (fluid and industrial), transportation 
costs, markets, and the responsibility for skim-off to 
be pooled amone dairy producers in Ontario, Quebec, 
New Brunswick, Nova Scotia and Prince Edward Island 
(the PS). The CDC chairs the Supervisory Body of the 
pool, administers the pooling agreement, does the 
pooling calculations and provides technical expertise 
and secretariat services to the pool. 


The Ontario and Quebec bilateral negotiations regarding 
the harmonization of plant allocation policies were 
suspended in 2010-2011 due to provincial legal issues. 
The Maritime Milk Allocation Committee, which has 
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the mandate to discuss plant allocation policies in 
the Maritime Provinces, met on several occasions and 
suspended its activities in May 2011. The CDC chairs 
these meetings and provides technical advice. Due to 


CE 


he increasing level of concentration in the industry, 


the establishment of uniform rules to allocate milk 


to plants across regions and even Canada is becoming 


increasingly important. The CDC will continue to 
promote greater harmonization during the coming year. 


The CDC is also assisting marketing boards in their 
ongoing efforts to harmonize policies. Some working 
groups were recently created to consider further 


harmonization of milk utilization audit standards 


and milk quality rules. The PS Transportation Team 


replaced the former P5 Transportation Committee 


with a mandate to promote a greater integration of 


transportation activities among P5 provinces 


Western Milk Pooling Agreement 


In 1997, the four Western provinces (Manitoba, 
Saskatchewan, Alberta and British Columbia) 
implemented an all milk pooling system where 
revenues and markets for all milk classes are shared. 
The CDC chairs the Western Milk Pool (WMP) 
Coordinating Committee, administers the pooling 


agreement, does the pooling calculations and 


provides technical expertise and secretariat services 
to the pool. 


Policy harmonization continues to be a high 
priority for the WMP. With the help of working 
groups on transportation, policies, and information 
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technologies, draft harmonized policies are being 
created in areas benefiting from harmonization. 
The WMP Coordinating Committee approved 
the WMP Harmonized Yard and Lane Policy 
in April 2011, with provincial implementation 
scheduled for August 1, 2011 at the latest. A 
WMP Harmonized Milk Receiving Policy has been 
developed, and provincial boards have begun the 
advisory process with provincial processors. 


The WMP has hired a WMP Innovation Champion, for 
a term of one year, to cultivate partnerships between 
small and mid-sized processors, ethnic market 
distributors and retailers to develop ethnic and other 
niche market opportunities. In addition, the WMP 
has asked a consultant to perform a market study of 
the WMP and its niche markets to better serve the 
dairy market. 


Lastly, the WMP adopted the WMP Audit 
Interpretation Guidelines in the spring of 2011, 


Pools in Numbers 2010-2011 


Fluid milk produced 
(million kg butterfat) 


WMP 


Industrial milk produced 
(million kg butterfat) 


External Audits 


External audits are, in large part, performed on 
companies participating in the Special Milk Class 
Permit Program. Risk assessment is used to identify 
high risk companies among program participants. 
The CDC also audits the same companies for the 
Import for Re-export Program if they participate 
in this program, which is administered by Foreign 
Affairs and International Trade Canada. During the 
2010-2011 dairy year 65 companies were audited 
compared to 41 the previous year. This resulted 
in claims of approximately $792,000 from these 
companies. The increased number of audits was 
made possible by using desk audits in cases that 
presented a lower level of risk. 


The CDC continues to work with provincial auditors 
to assist in the audit of Special Class transactions. It 
provides advice on practices related to plant utilization 
audits and on the implementation of the National 
Audit Standards to further harmonize these audit 


Blend price to 
producer* ($/hl) 


* Prices are calculated at 3.6 kg of butterfat per hl, using the latest compositional standards. 
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practices across Canada. A national meeting held in 
September 2010 resulted in further harmonization 
that was incorporated in the audit standards. 


The Commission also performs the milk plant 
utilization audits in Manitoba, Newfoundland and 
Labrador, Nova Scotia, Prince Edward Island, New 
Brunswick and Saskatchewan on a cost-recovery 
basis. The contract with Newfoundland and Labrador 
expired and will be re-negotiated. 


Market Development 


Dairy Marketing Program 


The Matching Investment Fund (MIF) took effect 
August 1, 2009. An amount of $2 million in funding is 
offered each year on a matching basis to companies 
that develop new products using milk components. 
A total of 58 proposals have been submitted since 
the MIF was created. During the 2010-2011 dairy year, 
19 applications were submitted of which 4 received 
approval, amounting to approximately $135,000 in 
funding. Approved projects included consultation 
services as well as recipe formulation issues. Cheese, 
fluid milk and milk protein concentrate were the 
main dairy ingredients involved in these projects. 


In 2010-2011, the CDC organized a successful dairy 
and food industry seminar in Edmonton. The 
conference focussed on the economy, trade and 
increased competition from imported goods. The CDC 
also participated in the annual Canadian Institute of 
Food Technologists Suppliers Night in Toronto and 
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Montreal and in the Baking Congress Trade Show 
held in Toronto. The CDC's marketing programs and 
services were prominently featured in a popular 
food industry magazine article. The CDC was also a 
sponsor and a presenter at STELA’s” conference on 
dairy science and innovation in Quebec City. 


The CDC's Innovation Champion conducted 28 on- 
site visits with companies and organizations from 
across Canada. The CDC worked closely with two 
large food processing companies both of which are in 
the process of building new Canadian plant facilities 
that will see a major up-take in the use of Canadian 
cheese and skim milk ingredients. The CDC provided 
guidance and advice on the sourcing of Canadian 
dairy manufacturers and suppliers, understanding 
special class pricing, MIF funding opportunities and 
other government funding programs. 


Domestic Dairy Product Innovation Program 


The Domestic Dairy Product Innovation Program 
(DDPIP) encourages the manufacture of new and 
innovative products on the domestic market. It 
allows for the addition of specific volumes of milk 
to provincial quotas to ensure that the milk supply 
needed to produce innovative products |s available 
to successful applicants. In July 2010, the CMSMC 
agreed to extend the DDPIP until July 31, 2011 with the 


"0 Centre de recherche en sciences et technologie du lait (Laval 


University) 


understanding that any additional milk quota resulting 
from the program will be shared on a national basis. 
The CDC worked with the industry to redefine the 
program eligibility criteria. Unfortunately, the CMSMC 
was unable to reach consensus to extend the DDPIP 


program beyond July 31, 2011. Discussions are ongoing. 


During the 2010-2011 dairy year, firms in Quebec, 
Ontario, Alberta, British Columbia and Prince Edward 
Island used 72.9 million litres of milk under the DDOPIP 
compared to 52.0 million litres in 2009-2010. This 
volume of milk used is the highest ever since the 


program was put in place 20 years ago and is getting 
close to the maximum utilization allowed which was 
established at 2% of the MSQ (approximately 100 
million litres). Two large contracts have started during 
this dairy year and another one, approved in 2010, will 
start this fall. Milk utilization under this program is 


thus expected to reach its current limit. 


This year, the Selection Committee did not receive 
program applications until very late in the dairy 
year. All 55 applications for various products were 
received during the month of June 2011. Most 
applications involved new specialty cheeses. Of 
these 55 applications, 17 met the program criteria 
and were accepted, and 35 were rejected. The 
decision on the remaining three is pending additional 
information. However as the milk volume associated 
to the contracts already in place prior to these newly 
approved products totals the maximum of 2% of 
MSQ currently set for DDPIP, the Selection Committee 
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has requested at the July 2011 CMSMC meeting an 
increase of that percentage. As this request was not 
agreed upon, the CDC will not be able to prepare DDPIP 
contracts for the 17 projects accepted until the CMSMC 
ralses the program limit. 


Special Milk Class Permit Program 


The Special Milk Class Permit Program was 
implemented in 1995 to allow further processors 
to remain competitive. Through this system, milk 
components are made available at competitive prices 
to manufacture dairy ingredients destined for use in 
further processed products. Further processors are 
able to access these dairy ingredients by means of 


a Special Class permit issued by the Canadian Dairy 


Commission. 


Further processors used the equivalent of 25.62 
million kg of butterfat in the 2010-2011 dairy year, an 
increase of 6% over the previous year. The average 


evenues obtained for producers from these three 
classes amounted to $36.74/hl compared to $29.36/hl 


Ve 


or the previous year. A total of 1,723 permits were 
issued this dairy year for classes 5(a), (b) and (c), 
most of which were class 5(b) permits. The number 


of further processors registered in the program on 
July 31, 2011 amounted to 1,478. 


Although a strong Canadian dollar and a weak 


American economy resulted in an increase in 
imported prepared foods, the use of Canadian dairy 
ingredients in food processing still managed to 
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Volume of Milk Sold (million kg butterfat) and Average Producer Prices ($/hl)* 


Class 


2006-2007 2007-2008 


Volume HAGAG| 
2 


Price $33.6 


nfectionery) 


Volume 


2008-2009 2009-2010 2010-2011 


Price 


*Prices are calculated at 3.6 ke of butterfat per hl, using the latest compositional standards for all dairy years. 


grow significantly. Food processors increased their 
requirements for butter, cream, skim milk powder, 
cheddar and cream cheese. The announced expansion 


and construction of two further processing plants will 
contribute to significant growth in the demand for 
Canadian skim milk and cheese in the coming years. 


Scholarship Program 


The CDC helps introduce new products, technologies 
and markets to the dairy industry through its support 
of the CDC Scholarship Program. Launched in the fall 
of 2006, this program promotes graduate studies 
in agricultural economics and policy, and food, dairy 
or animal science as these fields relate to the dairy 
industry. It provides $20,000 per year for up to two 
years to full time M. Sc. students and $30,000 per 
year for up to three years to full time Ph. D. students. 
Between 2006 and 2011, the CDC funded 57 masters’ 
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projects and 20 doctorates. The five-year program 
had a total funding commitment of $3 million and 
ended in July 2011. The CDC announced its decision 
to renew the program for another five-year period at 
its annual public meeting held in January 2011. Three 
million dollars will be distributed to institutions 
across Canada as follows. 


Nova Scotia Agricultural College $200,000 
Université Laval $400,000 
Novalait $600,000 
University of Guelph $1,000,000 
University of Manitoba $200,000 
University of Saskatchewan $200,000 
University of Alberta $200,000 
University of British Columbia $200,000 
Total $3,000,000 


Exports 


During the 2009-2010 dairy year, the majority of dairy 
product exports were performed by the private sector 
under permits from the CDC. The main role of the 
CDC was to dispose of the structural surplus of solids 
non fat mainly in the form of skim milk powder or 
blends containing skim milk solids. During the 2010- 
2011 dairy year, Canada exported 11.2 million kg of 
skim milk powder. 


In regard to cheese exports, the CDC's major 
responsibility is to deliver certificates to Canadian 
exporters that give them access to the aged cheddar 
market in the European Union. In 1980, Canada 
negotiated a special access quota with the European 
Union which amounts to 4,000 t. For the third year 
in a row, Canada was not able to take advantage of 
part of that access. We have partly compensated by 
issuing export permits for other markets. In total, 
Canada has exported 4,416 t of cheese within the 
imits of Canada’s export commitments under its 
WTO obligations. 
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Exports Limits and Products Exported 


Product 

Export limit exported 
Category (million $) (million $) 
Butter 11.025 522 
Cheese 16.228 13.753 
las 31.149 31149 
powder 
Others 27505 22505 
Incorporated 50.276 20.275 
products 

Industry Support 


The CDC regularly supports a number of initiatives 
that benefit the entire dairy industry. One of these 
is the Canadian Quality Milk (CQM) Program which is 
administered by Dairy Farmers of Canada (DFC). This 
HACCP-based program aims to further improve the 
quality of raw milk. In 2010-2011, the CDC contributed 
$300 for each Canadian dairy farm validation for a 
total of $513,600. This reduced the costs of the 
program for farmers and created an incentive for 
them to participate. CDC's contribution to the CQM 
program will be reduced to $200 per farm in 2012- 
2013 and to $100 per farm in 2013-2014, and is set to 
expire on July 31, 2014. 


The CDC also partnered with Dairy Farmers of Canada 
to fund Project Podium, a campaign that promotes 
chocolate milk as a recovery drink after physical 
activity. CDC’s contribution to this campaign in 
2010-2011 amounted to about $180,300. This was the 
last year of the campaign. 


In 2010-2011, the CDC continued its partnership 
with Agriculture and Agri-Food Canada, the Natural 
Sciences and Engineering Research Council of Canada 
and DFC to fund a dairy research cluster. Under this 
partnership, eight research projects on the role of 


dairy products or key components on cardiovascular 
health have been initiated, three on their relationship 


to healthy weight and body composition, six on 
their role in optimal nutrition, development and 
maintenance, and two on the environmental 


£ 


ootprint of the dairy sector in Canada. Furthermore, 
10 research projects have started that aim at 
developing good environmental practices and 


methodologies that would improve critical points in 
health and breeding that limit a cow's productivity. 


The CDC also collaborated with DFC, the Dairy 
Processors Association of Canada and FILIDF Canada 
to organize a dairy policy outlook conference in March 
2011 in Montreal. The event was attended by 140 
dairy industry stakeholders and focused on the world 
and Canadian dairy policies, marketing, and trade, as 
well as traceability, food safety and the priorities of 


academic research. 


Activities and Programs 
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Achievements for 2010-2011 


Goal 1. The Canadian dairy industry successfully adapts to change. 


Key dairy industry 
stakeholders are 
discussing the 
evolution of the dairy 
industry within supply 
management. 


The CDC is better 
prepared to deal 
with potential issues 


impacting the industry. 


Performance indicators 


* Consultations were held with key industry 


stakeholders. 

*  Asummary report and recomm 
were written and circulated to 
stakeholders. 


endations 


« The Commission consulted on, and 


adopted a new methodology fo 
establishing support prices. 


>  Areview of the current provinc 
and a Summary was prepared a 
circulated to stakeholders. 

° onthly reports and specific an 
trade negotiations were presen 
Commission. 

* Reports on the effectiveness o 


r 


al and 


ederal legal frameworks was performed 


nd 


alysis on 
ted to the 


f the 


current tariffs for dairy products were 


prepared and circulated to the | 

* The CDC Web site was redesign 
include new interactive tools fo 
information flow. 


ndustry. 
ed to 
r efficient 


Results 


The CDC, 


in collaboration with Dairy Farmers 


of Canada (DFC) held other consultations on 


the implementation of a 
milk, as mandated by th 


national pool for all 
e Canadian Milk Supply 


Management Committee (CMSMC). 

The Commission held consultations and adopted a 
new methodology to calculate the cost of production 
used in the establishment of support prices. 


The review of the federa 


| legal framework is 


completed. A final document was circulated to 


CMSMC in July 2011. 


basis and specific analys 


products is monitored m 
with AAFC, 


os 


are being developed. 


Trade negotiations are monitored on an ongoing 


is is done as required. 


The effectiveness of current tariffs for dairy 


onthly in collaboration 


A new Web site was launched in July 2010. It 
includes the online version of the orientation session 
or decision makers of the industry. Interactive tools 


100 


100 


Performance and Goals 


Goal 1. The Canadian dairy industry successfully adapts to change. (continued) 


Objective Performance indicators Results 


Percentage complete 


Facilitate further The Quebec/Ontario Milk Allocation Negotiations have not reconvened due to pending 0 
harmonization within Working Group reconvened negotiations. interpretation of a decision by the Régie des 
the pools and at the marches agricoles et alimentaires du Quebec. 
national level in order The Maritimes Milk Allocation Working Several meetings took place. Proposals were 70 
to be better positioned Group has completed its analysis and presented from both producers and processors. 
for a national pool. prepared a report. Activities were suspended in May 2011, to allow each 
group to explore other options. 
Harmonized policies were presented nthe Western Milk Pool, provisions on yards, lanes 80 
to provincial boards for approval and and milk receiving have been drafted and are being 
eventually, implementation. considered by provincial boards and stakeholders. 
A meeting of provincial auditors was Provincial auditors met and recommended best 100 
held to identify differences in milk practices for harmonization. Revisions to the Milk 
use declaration and audit procedures Utilization Audit Standards were adopted by the 
and to recommend best practices for CMSMC. 
harmonization. 
Progress was achieved on various files The industry agreed to set up a committee to 100 
such as fluid milk component pricing, review the national fluid milk pricing formula; 
the Domestic Dairy Product Innovation and the CMSMC agreed to reduce the landed cost 
Program (DDPIP), and East-West pricing. differential for industrial milk to 2% for class 2 and 
1% for classes 3 and 4. A report for the renewal of 
the DDPIP program was presented at the July 2011 
CMSMC meeting. 
Reports presented to each pool were The calculation of component price adjustments for 100 
harmonized and simplified. milk in classes 1 to 4 was harmonized, along with 
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reporting. 
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Goal 2. The Canadian dairy industry takes a strategic approach to market development. 


Objective Performance indicators Results Percentage complete 


Grow the demand for * The new DDPIP program was agreed to *  DDPIP was extended with different market sharing 100 
milk components. and implemented by the CMSMC provisions for a one-year period to July 2011. 
* $1.5 million were allocated to projects * 19 MIF proposals have been submitted for review 10 
under the Matching Investment Fund since August 2010. Four of these were approved, 
(MIF) (see p. 22) amounting to $135,000 in funding. The CDC will 
undertake an evaluation of this program in 2011-2012 
hoping to find the reasons for this low uptake, 
* The CMSMC made a decision ona * The CMSMC approved a proposal on a method to 100 
methodology to introduce and remove the introduce and remove the growth allowance. 
growth allowance. 
* Amarket development committee for * The CDC approached the association of processors 100 
processors was Created, held meetings and about creating such a committee but there was no 
its recommendations were shared with the appetite on their part. This project has therefore 
Market Committee and the CMSMC been set aside. 
Optimize producer * Use of milk protein concentrates in class * Use of milk protein concentrates in class 4(m) has 00 
returns for solids non 4(m) has increased. increased, 
fat (SNF) and further > Use of SNF in class 4(a)1 went from18,000 + Utilization of SNF in class 4(a)1 for the year is 100 
reduce closing skim to 20,000 t. 20,500 t. 
milk powder (SMP) * Use of SNF in Special Classes 5(b) and 5(c) * Theuse of SNF in Special Classes 5(b) and 5(c) 00 
inventories from went from 8,000 to 10,000 t. reached 11,200 t. 
20,000 to 10,000 t. . nventories of SMP in class 4(m) are at * — Inventories of SMP are at 10,000 t on July 31. 100 
10,000 t. 
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Goal 3. The CDC is a dynamic, learning organization that lives its values. 


Continue the 
implementation of the 
succession plan. 


Attract and retain 
employees. 
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Performance indicators 


Potential successors were identified for 
each key position. 

Development plans were designed for 
each potential successor. 


A framework for alternative working 
arrangements was established, policies 
modified or written accordingly and 
acceptable arrangements presented to 
CDC employees. 

The Board made a decision on the 
renewal of the Scholarship Program. 
Managers and staff were made aware 
of the existence of “non traditional” 
learning activities and 10 staff 
members have included them in their 
development plans. 

Scenarios were prepared and the 
Commission made a decision whether 
or not to amend the CDC Act to allow 
for increased mobility of CDC employees 
within the public service. 


Results 


Potential successors were identified during the 
2009-2010 end-of-year performance reviews. 
The selection committee, which will assess the 


candidacies before development plans are designed, 


remains to be created. Other HR issues took 
precedence over this project. 


Alternative working arrangements were explored. 
The CDC decided not to pursue them at this time. 


The Board decided to renew the Scholarship 
Program. 

7 staff members of the Special Milk Class Permit 
Program team have included job shadowing in their 
development plan. 


Employee mobility options were explored but not 
pursued as they would require amendments to the 
CDE Act. 
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100 
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Goal 3. The CDC is a dynamic, learning organization that lives its values. (continued) 


Deal with emerging and * The recommended governance 
existing governance trends. structure of the CDC was implemented 
in partnership with government bodies. 
* Systems are ready to prepare financial 
statements using both the previous 
Canadian accounting standards and the 
ERS: 


¢ Anassessment of the resources needed 
to comply with government security 
policies was prepared and submitted to 
the senior management team. 


Performance and Goals 


* The CDC put forward its positio 
bodies for consideration. 


* Anassessment of the potentia 
transition to IFRS is complete. 


n to government 


impact of the 
No significant impact 


on the existing financial and reporting systems 


is expected and transition to IF 
August 2012. 


RS is on track for 


* The assessment is completed and the Health 


and Safety Committee of the C 


DC will make 


recommendations to management on policy changes 


in the fall of 2011. 


100 


80 


Goals for the Period 2011-2012 to 2015-2016 


Following a recommendation contained in the 
Special Examination report published by the Office 
of the Auditor General (OAG) in 2011, the CDC is 
changing the format and content of this section 


be 


of its Annual Report. In the past, the CDC only 
presented objectives that were of a strategic nature; 
nother words, what the CDC intended to do to adapt 


and respond to a changing environment. According 


to the OAG, this method did not provide assurance 
that the CDC also performed its core mandate. The 
OAG therefore recommended that the objectives of 
the CDC be tied to the mandate of the organization 
as it is written in the COC Act. To follow this 
recommendation, the CDC grouped all its operational 
activities under one or the other of the two parts of 
its legislated mandate. These activities are therefore 
found under the business segment Producer revenue, 
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or the business segment Supply of dairy products. 
Each of these business segments has an overall 
goal that is one part of our legislated mandate. 
Operational objectives (expected results) are found 
in a table, whereas strategic activities are explained 
in the text that follows the table for each business 
segment. Initiatives related to internal services, 
which simply support the legislated mandate of the 


organization, have been grouped together under the 
business segment Improve the CDC. 


Expected results, performance indicators and 
strategic activities will be reviewed every year and 
are subject to change based on the policy decisions 
made at the Canadian Milk Supply Management 
Committee, the conclusions of the current trade 
negotiations, and the general orientations of the 
federal government. 
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A) BUSINESS SEGMENT: PRODUCER REVENUE 


Goal 1. To provide efficient producers of milk and cream with the opportunity to obtain a fair return for their labour and investment. 


Activity Expected results Performance indicators 
Pricing of industrial Efficient producers of milk receive adequate + In 2011-2012, revenues from milk sales covered the cost of a reasonable 
and fluid milk revenues percentage of the milk produced in Canada 
Market development Canadian demand for dairy products and * Snew projects approved under the MIF 

components is sustained or increased * New version of Domestic Dairy Product innovation Program (DDPIP) 

is up and running 
* CDC Scholarship Program renewed 

Pool administration Market and revenues are shared between * Pooling calculation is done within 3 working days of reception of all provincial data 

pool partners in accordance with federal- * Funds are transferred no later than 5 working days after calculations 

provincial agreements ° 0 requests for recalculation of pooling transfers were received from provincial 


marketing boards 


External Audits ilk components are paid for in accordance * 40 audits of special class participants 
with their end use and products imported * 6 audits of IREP participants 
under the Import for Re-export Program . ilk plant utilization audits in 6 provinces 
IREP) are re exported : ilk plant utilization audits are monitored and reported on twice a year 


in the 4 other provinces 
* An audit of pooling data has been performed in all 10 provinces and data 
have been accurately reported. 


Performance and Goals Sie 


Summary of Strategic Activities 

Pricing 

The CDC plays two roles when it comes to the pricing 
of milk at the farm level. The most important is to 
establish support prices for butter and skim milk 
powder (SMP). In 2010-2011, the CDC made changes 
to the way it calculates the national cost of producing 
one hectolitre of milk. This cost is one of the main 


drivers of support prices. 


trategic activity: In 2011-2012, the CDC will continue 
to refine its calculation of the cost of production by 
updating the rates allocated to management time 
by producers. 


The COC also calculates the pricing formula for fluid 
milk twice a year. The current formula, which was 
agreed to by dairy industry stakeholders from coast 
to coast, expires in August 2011. 


Strategic activity: In 2011-2012, the CDC will facilitate 
discussions with all industry stakeholders to arrive at 
a formula for the period after August 2011. 


Market development 

The CDC administers several programs aimed 
at expanding the market for dairy products and 
ingredients. Some of these programs encourage 
innovation and education while others involve 
public policy. The Domestic Dairy Product Innovation 
Program (see p. 23) aims at encouraging dairy 
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processors to develop new dairy products by 
providing access to additional milk. The Dairy 
Marketing Program (see p. 22) provides expertise and 
easy access to programs and services that encourage 
the manufacture and use of dairy ingredients. 


Strateg C activity 2011-2012 will be the third and 
final year of the 
and at least five new projects are expected to 


atching Investment Fund (MIF) 


receive approval. The CDC will be reviewing the MIF 


to determine whether it should be renewed beyond 
2012 and in what form. 


Through its Scholarship Program (see p. 24), the CDC 
encourages graduate students to choose research 
topics that are related to the dairy industry. 


Scholarship Program for five years, from August 2011 
to July 2016. Canadian establishments will receive 
$3 million to fund graduate studies related to the 
dairy industry and will continue to be encouraged to 
match the CDC's contribution. 
The CDC also administers the Special Milk Class 
Permit Program (see p. 23). This program allows food 
manufacturers to have access to dairy ingredients at 
competitive prices through permits that are issued 
by the CDC. The administration of this program 
involves about one third of the CDC staff. 
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Strategic activity: In an effort to gain efficiency in 
the administration of the program (including audits 
and IT requirements), the CDC will conduct a business 
process analysis of the program from Start to finish. 


Pool administration 
The CDC administers three federal-provincial 
agreements that frame the sharing of revenues and 
markets among Canadian milk producers (See p. 21). 
As the administrator of the pools, the CDC chairs 
the decision making bodies and provides them with 
technical expertise and secretariat services. 


Strategic activity: In 2011-2012, the CDC will facilitate 
negotiations among industry stakeholders to arrive 
at a new federal-provincial agreement that would 


pool all milk from British Columbia to Newfoundland 
and Labrador. The CDC also aims to continue to 
efficiently administer the pools, ensuring the 


processing of data and transferring of funds within 
specific deadlines. 


External audits 

The CDC audits some of the participants to the 
Special Milk Class Permit Program (see p. 23) as 
well as companies participating in the Import 
for Re-export Program, which is administered by 
Foreign Affairs and International Trade Canada. In 
addition, the CDC monitors milk utilization audits 
in all provinces and in 6 of the provinces, performs 
these audits itself on a cost-recovery basis. The CDC 
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also provides assurance on the accuracy of pooled 
revenues for all provinces. 


Strategic activity: In 2011-2012, the CDC will seek to 
further harmonize audit practices in all provinces and 


further promote the use of software to automate the 
declaration of milk utilization in all provinces. 


B) BUSINESS SEGMENT: SUPPLY OF DAIRY PRODUCTS 


Goal 2. To provide consumers of dairy products with a continuous and adequate supply of high quality dairy products. 


Activity Expected result Performance indicator 

National The Canadian milk production matches demand ¢ Milk production is between 99.5% and 100.5% 

industrial mill of total quota 

supply Exports of solids non fat are maximized * Subsidized export categories of skim milk powder and incorporated products 


are filled at least at 95% 


Seasonality Dairy products are available to Canadians all year ¢ Provincial milk marketing boards report no seasonal shortages of dairy products 
programs * Plan A butter stocks do not fall below 90% of normal level 

Canadian Quality Improve the quality of milk at the farm level * 60% of Canadian milk producers are validated under the CQM by August 1, 2012 
Milk program 

(CQM) 
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Summary of strategic activities 


Administer industrial milk supply 

One of the most important roles of the CDC is to 
administer Canada’s supply management system 
for milk. Under this system, Canadian milk producers 
only produce the volume of milk that is required to 
fill markets. Guiding principles of this system are 
included in the National Milk Marketing Plan, a 
federal-provincial agreement that dates back to 1983. 
The overall objective of this system is to ensure that 
domestic production is adequate to meet Canadian 
demand for dairy products plus allowable exports. 
To do so, the CDC monitors demand monthly and 
notifies provincial authorities if a change in demand 
justifies a change in the national quota for industrial 
milk, called the market sharing quota (MSO). In 2010- 
2011, total milk production reached 99.4% of total 
quota and therefore was close to satisfactory. 


Strategic activity In 2011- 2012, the CDC will continue 
discussions and technical analysis with members 
of the Secretariat in order to monitor potential 
improvements in methods to evaluate demand and 
adjust quota accordingly. 

To balance a system which generates a surplus of 
milk solids non fat, the CDC administers the Surplus 
Removal Program (SRP) which aims to remove 
surpluses from the market in a timely manner, while 


maximizing revenues for producers. Low levels of 
skim milk powder inventories held by the CDC in class 
4(m) are an indication of the success of the program. 
In recent years, the CDC has been successful in 
gradually reducing this inventory. This effort will 
continue. 


Strategic activity: In 2011- Dine, ‘the coc will reduce 
its class 4(m) inventories of skim milk powder to 
5,000 t by the end of the dairy year. 


In its administration of the industrial milk supply and 
as the main facilitator of the Canadian dairy industry, 
the CDC organizes and participates in many meetings 
with representatives of that industry. Travelling to 
these meetings is a major cost to the organization 
and the CDC is looking for ways to control its overall 
operating costs. 


Str rategic - activity In 2011- 2012, the CDC will reduce 
meeting expenses by making better use of existing 
technologies and by implementing new ways of 
working with the industry. 

The Canadian dairy industry largely relies on the CDC 
for technical advice and economic analyses. Only a 
few staff members are involved in these functions. 
Both the Commission and the industry would benefit 
if more people were involved in creating ideas and 
solutions. 


Performance and Goals 


Strategic activity In 2011- 2012, the CDC will hold 
targeted technical discussions and brainstorming 
sessions among its staff members. These sessions 
will be related to key issues of the industry and will 
allow different staff members to contribute opinions 
and solutions. If this format of discussions seems to 
be beneficial, people from outside the CDC, including 
experts from AAFC, may be invited from time to 
time, depending on the issue to be discussed. 


Seasonality programs 
To ensure an adequate supply of dairy products 
year round, the CDC operates Seasonality Programs. 
Under these programs, the CDC buys some dairy 
products in the spring, when consumption tends to 
fall, and sells them back into the market in the fall 


when consumption increases. It purchases products 
that can wi 


thstand storage, like butter and skim milk 
powder at support prices. To ensure an adequate 
supply of butterfat all year, the CDC aims to keep 
a certain quantity in stock. This quantity varies 
depending on the time of year. At any point in time, 
the target stock is called the normal butter stocks. 


Strategic activity: In 2011-2012, the CDC will continue 
to administer the Seasonality Programs. 
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C) BUSINESS SEGMENT: IMPROVE THE CDC 


Internal Services 


Internal Services are activities that support the needs 
of programs and other corporate obligations of an 
organization. In the case of the CDC, they include 
Communications, Corporate Services, Finance and 
Administration, Human Resources, IM/IT, Internal 


Audits and Program Evaluations. 


The CDC plans to undertake the following strategic 
initiatives during dairy year 2011-2012. 


Complete the transition to IFRS 

CDC financial systems will be compliant with IFRS 
on August 1, 2011. Financial statements of dairy year 
2011-2012 will be prepared using IFRS and will be 
audited by the Office of the Auditor General (OAG) 
as part of CDC's next annual financial audit. 


Implement the recommendations contained in 
the OAG Special Examination Report 

In its Special Examination of the CDC, the OAG 
recommended that the Commission's Board 
periodically assess its collective skills and that if 
the Board identifies a gap in its skills, it should seek 
outside expertise. The OAG further recommended 


that the Commission Board develop procedures for 
members to declare and manage conflicts of interest. 


Strategic activity: In 2011-2012, the Commission 
Board will periodically assess its collective skills and 
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continue to seek outside expertise when deemed 
necessary for specific projects such as IFRS and it will 
continue to explore possible approaches with federal 
government central agencies. 

Strategic activity: In 2011-2012, the Commission 
Board will create a provision in its by-laws that will 
require each member to put on record any existing 
(potential, real or perceived) conflict under the 
Conflict of Interest Act, and will develop procedures to 
manage such conflicts. The CDC will discuss specific 
issues with the Privy Council Office and the Office of 
the Conflict of Interest and Ethics Commissioner in 
an attempt to find workable solutions. 


Align the CDC Annual Report to the guidelines 

of the Treasury Board Secretariat (TBS) 

Last fall, TBS circulated new guidelines on Crown 
Corporations Annual Reports. Although the version 
circulated was not quite final, the CDC undertook 
to examine the changes that would be required 
to comply with these new guidelines. In January 
2011, the CDC decided that its next Annual Report 
would comply with the draft guidelines and that 
adjustments would be made later if the final version 
of the guidelines differed from the draft. 


Strategic activity: In 2011-2012, the CDC will produce 
the annual report on dairy year 2010-2011" using the 
draft TBS guidelines. 


"As the information in this annual report is dated July 31, 201, this 


activity was completed when this annual report was printed. 
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Adopt the government fiscal year for all 
activities 

Decades ago, the CDC decided to use a dairy year that 
started on August 1 for some of its activities. This 
made sense, considering the seasonal nature of milk 
production. This seasonality in production has almost 
disappeared and with the adoption of the continuous 
quota management policy in 2008, it seems that 
the last reason to hold on to our dairy year may 
have disappeared. Keeping two different years for 
different purposes complicates the operations and 
reporting of the Corporation. 


Strategic activity: In 2011-2012, the CDC will identify 
and analyze the repercussions of planning all 
activities and reporting on them on a fiscal year basis 
only. This analysis will include consultations with the 
industry and central government agencies. 


Prepare and post unaudited quarterly financial 
statements 

In accordance with the amendments to the Financial 
Administration Act, the CDC has to prepare unaudited 
quarterly financial statements. These must be posted 
on the CDC Internet site and sent to the Minister 
of Agriculture and Agri-Food and Treasury Board 
Secretariat within 60 days of the end of each quarter. 


Strategic activity: In 2011-2012, the CDC will prepare 
quarterly financial statements, post them on its 
Internet site and send them to TBS within 60 days 
of the end of each quarter. 
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Program evaluations 

Every year, the CDC performs a certain number of 
program evaluations to ensure that the programs 
achieve their objectives and are still relevant to their 
target audience. 


Strategic activity: In 2011-2012, as part of its 5-year 
Program Evaluation Cycle, the CDC will conduct a 


program evaluation on the Matching Investment 
Fund to provide input to decision makers regarding 
its renewal. 


Internal audits 

The CDC also performs internal audits to examine CDC's 
programs, systems, practices and procedures. These 
audits ensure that CDC's assets are safeguarded, that 
decisions are informed and that controls are in place. 


Strategic activity: In 2011-2012, as part of its 6-year 
Audit Plan, the CDC will conduct internal audits on 
the following activities: Business continuity plan 
(monitoring), threat risk assessments (monitoring), 
financial statements and responsiveness of 
management accounting to accountability needs, 
freight and warehousing, Matching Investment Fund 
and a peer review of the internal audit function. 


Appointment of a CEO 

The mandate of the current CEO, Mr. John Core, will 
expire in October 2011. The Minister of Agriculture 
and Agri-Food is responsible for recommending 
a Candidate to the Governor in Council. A process 


to find a new CEO is already underway, led by the 
Privy Council Office (PCO) and including the CDC, 
Agriculture and Agri-Food Canada, and the office of 
the Minister of Agriculture and Agri-Food. 

Strategic activity: Once the new CEO is appointed by 
the Governor in Council, the CDC's Corporate Services 
staff, the Senior Management Team and the other 
two board members will ensure that he or she gets 
all the training and orientation required to fully 


participate in board activities and efficiently lead the 
CDC towards the accomplishment of its goals. 


Implement a new code of values and ethics 
TBS requires that all organizations that are part 
of the federal government adopt and implement 
a new values and ethics code. This new code will 
replace the current one and will be based on TBS's 
new model once approved. TBS’s code applies to all 
public servants, heads of departments and separate 
agencies. Its adherence continues to be a condition 
of employment for all public servants including 
employees of Crown corporations. 


Strategic activity: In 2011-2012, the CDC will 
implement a new code of values and ethics based on 
the model provided by TBS. 


Performance and Goals 


Increase the efficiency of CDC’s operations 

The CDC has vast amounts of valuable data in its 
possession. In the past years, the CDC has put a 
lot of effort into presenting this information to 
the industry. As there is an increasing number of 
requests from the industry, there is now an even 
greater demand for more analysis of the data. This 
presents a problem for the IT section as it has to 
prioritize these demands. 


n 2011-2012 the CDC will create 
an internal committee to prioritize the reporting 
and analysis needs of the CDC, so that the IT 
section is able to respond to the most important 


Strategic activity 


requests, 


Certain administrative functions at the CDC are 
performed by several staff members in various 
teams. It might be more efficient for the CDC to 
centralize some of these functions, to automate 
certain steps of these functions or to review some 
of the processes. 


Strategic activity: In 2011-2012, the CDC will create 
a small internal task force that will be mandated 
to study how to make some administrative 
functions, such as travel claims and bill payment, 
more efficient. This group will report to the Senior 
Management Team. 
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Management Discussion and Analysis 


The following discussion and analysis of the operating results and 
financial position of the Canadian Dairy Commission (CDC) for the 
year ending July 31, 2011 should be read in conjunction with the 
financial statements of the Commission enclosed herein and the 


annual report. 
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Selected Key Results of Operations 


Export activities 

Sales 

Export sales revenues were higher compared to the 
previous year mainly due to the fact that the CDC 
exported more skim milk powder (SMP) at higher 
prices. 


The quantity of skim milk powder sold in 2010- 
2011 amounted to 10,828 t compared to 8,231 t for 
the previous dairy year. This increased revenues by 
$13.88 million. 


Butter sales for the year decreased from 675 t in 
2009-2010 to 125 t, generating $0.52 million in 
revenue. 


Export activities 
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Cost of goods sold 

The CDC purchases surplus dairy products destined 
for export at prices that reflect the prevailing world 
market conditions with the intent of breaking even 
over the course of each dairy year. As these markets 
are very difficult to predict, the CDC may sometimes 
finish the dairy year with minimal gains or losses 


that reflect this price volatility. 


For the dairy year ending July 31, 2011, the cost of 
goods sold totalled $36.2 million compared to sales 
revenues of $37.6 million, resulting in a gross profit 
before transport and carrying charges of $1.4 million 
compared to a deficit of $0.9 million in the previous 
dairy year. 


2009-2010 


2010-2011 
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Domestic activities 

Sales 

In the 2010-2011 dairy year, total revenues from 
domestic sales were similar to the previous 
year's result. Revenues for Plan B butter and SMP 
decreased by $36.7 million as result of less product 
being sold compared to the previous dairy year. 
This decrease was offset by an increase in revenues 
mainly generated from Plan A butter and 4(m) SMP. 


The CDC purchases Plan B butter and SMP from 
processors with the requirement that processors 
repurchase the product within a pre-determined 
period. A decrease in the resale of these products 
by the CDC compared to the 2009-2010 dairy year 
translated into lower revenues. 


An increase in sales of imported butter, combined 
with higher sale prices, generated an increase of 
$7 million in revenues compared to the previous 
dairy year. As for Plan A butter, the volume sold 
increased by approximately 131% compared to the 
previous dairy year, generating additional revenues 
of $22 million. SMP sold to the animal feed sector 
under class 4(m) amounted to 25,325 t which 
is comparable to last year’s results. However, 


the revenues generated by this product increased by 
$77 million due higher selling prices. 


4) 
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Cost of goods sold 

For the dairy year ending July 31, 2011 the cost of 
goods sold amounted to $214.7 million compared to 
sales revenues of $241.3 million. This resulted in a 
gross profit before transport and carrying charges of 
$26.6 million for domestic activities. 


Over 70% of the domestic gross profit before 
transport and carrying charges is due to activities 
in the animal feed market ($19.1 million out of 
$26.6 million). 


Plan A butter revenues are normally equal to the cost 
of goods sold because the CDC purchases and sells 
this product at the prevailing support price. This year 
the cost of goods sold was significantly lower than 
the revenues because a portion of the Plan A butter 
originally destined for exports was purchased at 
world prices, and subsequently sold on the domestic 
market at the Canadian support price. The redirection 
of that product into the domestic market increased 
the gross profit by $5.8 million. 


The cost of butter and skim milk powder sold 
under Plan B was almost equal to the selling prices 
obtained during the year as these products were 
purchased and sold at prevailing support prices. 


The CDC continues to import butter as part of Canada’s 
obligations under the World Trade Organization 
Agreement (WTO). This butter is purchased at 
prevailing world prices and is directed to the further 
processing industry through butter manufacturers. 
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Transport and carrying charges 

Transport and carrying charges are mainly comprised 
of transportation expenses, interest expenses on 
loans, handling and storage charges, and insurance. 


Transport costs remained relatively constant 
compared to those of 2009-2010, totalling 
approximately $1.2 million for the current year. 
Interest expenses were slightly higher at $0.5 million 
compared to $0.4 million, but still much lower than 
average because of continued low borrowing rates. 
These rates are expected to remain at historically low 
levels well into 2012. 


The major factor responsible for the decrease 
in transport and carrying charges year over year 
are storage charges. These fell from $4.4 million 
in 2009-2010 to $2.8 million in 2010-2011. This 
decrease in storage costs was directly attributable 
to significantly lower inventory levels throughout 
2010-2011. 


Inventories and loans 

Average inventory levels were 32.7% lower in the 
2010-2011 dairy year compared to the previous year, 
resulting in a significant decrease in our average 
loan requirements. Butter stocks were lower than 
normal and inventory levels of skim milk powder 
(SMP) for the animal feed market were 12 million kg 
lower than the previous dairy year. During the year 
milk production has been lower than expected in 
many provinces due to the poor quality of the feed 
produced last summer. As a result, the CDC butter 


Inventories and loans 
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stocks have been drawn upon to fill the market. 
Because of recent initiatives by the provinces to 
increase production levels, the CDC expects to 
rebuild its butter stocks to normal levels in the 
coming dairy year. In 2010-2011, our butter and 
SMP stocks were lower than normal. Therefore the 
CDC, in consultation with the Minister of Finance, 
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reduction from $175 million to $165 mi 
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relatively modest because the COC anticipates a 
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Risk management 

All business enterprises are subject to risks in their 
ongoing operations. The CDC has identified the 
major risk factors and has established policies and 
procedures to manage these risks. 


The Commission has prepared a Corporate Risk 


Profile which is reviewed and updated at least 
once per year (latest review was March 2011) by 
CDC management. It outlines the risks identified 
by managers and directors as posing a threat 
to the core mandate of the CDC and/or to the 
achievement of its goals. The Profile defines each 


isk, describes the existing measures for managing 


the risk, as well as incremental risk management 


Strategies and identifies the group responsible for 


implementing these strategies. The Profile is taken 


into consideration when doing the environmental 
analysis during the Commission's annual strategic 
planning session. 


Credit risk is the exposure to financial loss due to 
a customer failing to meet his financial obligations 
to the CDC. The CDC manages this risk by selling 
product on a “payment first” basis, securing bank 
guarantees and obtaining letters of credit. Other 
Strategies include carrying out business only with 


credit worthy customers. 


Foreign currency risk is the potential for financial 
loss due to unfavourable changes in foreign currency 
exchange rates. The CDC has a policy of zero 
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tolerance for foreign currency risk and therefore 
uses derivatives to hedge its sales and purchases in 
foreign currencies. No derivatives are entered into 
Je 


or speculative reasons and the CDC only deals with 
Canadian chartered banks in this regard. 


arket risk is the most difficult to manage due to 
its unpredictability. The operations of the CDC are 
affected by many external factors such as world 
market conditions, developments in the World 
Trade Organization negotiations on agriculture, 
domestic market trends and fluctuations of supply 
and demand. The CDC addresses these risks by 
instituting sound management practices, hiring and 


maintaining competent staff and staying abreast of 


any market or political development that may affect 


its operations, Because the CDC deals with supply 


managed products such as SMP and butter, the 
export activity is a relatively small percentage of its 
overall revenues. Nonetheless, the CDC manages the 
volatility of world markets by strategically selling its 


products mostly by tenders to reliable exporters who 


£ 


seek value-added products, ensuring best returns for 


its commercial operations. 


Administrative expenses 

Funding of the Canadian Dairy Commission's 
administrative expenses is shared amone the federal 
government, dairy producers, CDC's commercial 
operations, and the market place. 
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Administrative expenses for the year totalled $7.7 
million. Salaries and employee benefit plans of $5.7 
million make up the bulk of these expenses. The 
remaining significant expense groupings are for rent, 
travel and administrative support. 


Future accounting changes 

In accordance with the requirements of the 
Canadian Accounting Standards Board (AcSB), the 
CDC will adopt International Financial Reporting 
Standards (IFRS) as of August 1, 2011 and will 
present comparative figures accordingly. A position 
paper Was prepared and concluded that the CDC 
falls in the Other Government Organizations (OGOs) 
classification which are normally directed to the 
Public Sector Accounting (PSA) Handbook but 
are allowed to adopt the International Financial 


Reporting Standards when these are determined to 
be the most appropriate basis of accounting. After 
an in-dept analysis of the CDC's various activities and 
user needs it was concluded that the CDC adopt IFRS 
as its primary source of accounting. 


To meet the IFRS transitional requirements, the CDC 
created, in the fall of 2008, an IFRS Working Group 
that is supported by external advisors to review, 


recommend and implement the changes required to 
ensure compliance with the new IFRS by our deadline 
of August 1, 2011. The working group reports to the 
Internal Audit and Program Evaluation Advisory 


Committee and also provides regular updates to 
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the CDC Audit Committee. The CDC's transition 
plan consists of three phases: the diagnostic 
phase, the design and development phase, and 
the implementation phase. The CDC is currently on 
track with its IFRS conversion plan and will meet the 
implementation deadline. 


oS 


Although changing 
accounting standards to IFRS has been a significant 
undertaking for the CDC, this will not affect the CDC's 
financial position and results. Key financial reporting 


rom the previous Canadian 


issues have been analyzed in the Component 
Evaluations. All Component Evaluations have been 
reviewed and approved by the Internal Audit and 
Program Evaluation Advisory Committee and the 
Office of the Auditor General. 


The total impact to the CDC’s retained earnings at 
the transition date is expected to be $O. There will 
be changes to the financial statements but the main 
impact for the CDC will be additional note disclosure to 
provide greater transparency in accordance with IFRS. 


The International Accounting Standards Board has 
several projects underway, some of which may affect 
IFRS standards relative to the CDC. Management 
will continue to monitor all proposed and continuing 
projects, giving consideration to any changes 
expected to impact the CDC. 
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Challenges for the future 

As in the past, the main factor that could affect the 
financial results of the Canadian Dairy Commission 
for the coming years is the fluctuations in world 
prices for dairy products. This directly affects its 
revenue from skim milk powder export sales and 
indirectly affects revenues from the sale of surplus 
skim milk powder on the animal feed market. 


Although the CDC has succeeded in reducing its 
inventory of SMP to a reasonable level in the past 
year, the quantity of SMP expected to be offered 
to the CDC may increase again due to increased 
milk production forecasted next year. The CDC will 
resume its efforts to increase sales to animal feed 
manufacturers. Furthermore, in order to reduce the 
purchase of surplus skim milk powder, the CDC will 


continue to work with the industry to create new 
markets for skim milk solids. 


In the next three to five years, the Canadian dairy 
industry could be affected by the outcome of the 
WTO and Comprehensive Economic and Trade 
Agreement (CETA) negotiations on agriculture. 
Because the CDC's activities are so closely linked 
to this industry, some impacts could be expected 
on the Commission. However, the exact nature and 
magnitude of these impacts are unknown at this 
time. WTO negotiations have made little progress in 
the last year and the conclusion of an agreement in 


the next year is uncertain. 
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Management Responsibility for Financial Statements 


The financial statements of the Canadian Dairy 
Commission and all information in this Annual 
Report are the responsibility of management. 
Those statements have been prepared in 
accordance with Canadian generally accepted 
accounting principles, using management's best 
estimates and judgments where appropriate. 
Financial information presented elsewhere in the 
Annual Report is consistent with the statements 
provided. 


In discharging its responsibility for financial 
reporting, management maintains and relies on 
financial and management control systems and 
practices designed to provide reasonable assurance 
that transactions are authorized, assets are 
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safeguarded, and proper records are maintained. 
These controls and practices ensure the orderly 
conduct of business, the accuracy of accounting 
records, the timely preparation of reliable financial 
information and the adherence to Commission 
policies and statutory requirements. This process 
includes the communication and ongoing practice 
of the Commission's Code of Ethics and Professional 
Conduct. 


The Audit Committee of the Canadian Dairy 
Commission, made up of the Commissioners, oversees 
management's responsibilities for maintaining 
adequate control systems and the quality of financial 
reporting. The Commission's internal and external 
auditors have free access to the Audit Committee to 
discuss the results of their work and to express their 
concerns and opinions. 


Canadian Dairy Commission 


The transactions and financial statements of the 
Commission have been audited by the Interim 
Auditor General of Canada, the independent auditor 
for the Government of Canada. 


John Core, CEO 


Gaétan Paquette, Senior Director, 


Finance and Operations 


Ottawa, Canada 
September 29, 2011 
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Auditor General of Canada 
Verificateur général du Canada 


Independent Auditor's Report 


To the Minister of Agriculture and Agri-Food 


Report on the Financial Statements 


| have audited the accompanying financial 
statements of the Canadian Dairy Commission, 
which comprise the balance sheet as at 31 July 2011, 
and the statement of operations and comprehensive 
income, statement of changes in equity and 
statement of cash flows for the year then ended, 
and a summary of significant accounting policies and 
other explanatory information. 


Management’s Responsibility for the Financial 
Statements 

Management is responsible for the preparation 
and fair presentation of these financial statements 
in accordance with Canadian generally accepted 
accounting principles, and for such internal control 


(ae) 


as Management determines is necessary to enab 
the preparation of financial statements that are free 
from material misstatement, whether due to fraud 
or error. 


Auditor’s Responsibility 

My responsibility is to express an opinion on these 
financial statements based on my audit. | conducted 
my audit in accordance with Canadian generally 
accepted auditing standards. Those standards 
require that | comply with ethical requirements and 
plan and perform the audit to obtain reasonable 


assurance about whether the financial statements 
are free from material misstatement, 


An audit involves performing procedures to obtain 
audit evidence about the amounts and disclosures 
in the financial statements. The procedures selected 
depend on the auditor's judgment, including the 
assessment of the risks of material misstatement 
of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor 


considers internal control relevant to the entity's 


+ 


preparation and fair presentation of the financial 
statements in order to design audit procedures 
that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the 
effectiveness of the entity's internal control. An 
audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of 


accounting estimates made by management, as well 


as evaluating the overall presentation of the financial 
statements. 


| believe that the audit evidence | have obtained is 
sufficient and appropriate to provide a basis for my 
audit opinion. 


Opinion 

In my opinion, the financial statements present 
fairly, in all material respects, the financial position 
of the Canadian Dairy Commission as at 37 July 201), 
and the results of its operations and its cash flows 
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for the year then ended in accordance with Canadian 
generally accepted accounting principles. 


Report on Other Legal and Regulatory 
Requirements 

As required by the Financial Administration Act, 
| report that, in my opinion, Canadian generally 
accepted accounting principles have been applied on 
a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the 
Canadian Dairy Commission that have come to my 


notice during my audit of the financial statements 
have, in all significant respects, been in accordance 
with Part X of the Financial Administration Act and 
regulations, the Canadian Dairy Commission Act and 
regulations and the by-laws of the Canadian Dairy 
Commission. 


So 


Dale Shier, CA 
Principal 
for the Interim Auditor General of Canada 


29 September 2011 
Ottawa, Canada 
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Balance Sheet 


as at July 31, 2011 
(in thousands) 


Assets 

Current 

Cash 

Accounts receivable 
Provincial milk boards and agencies (pooling) receivable 
Trade 

Derivative asset - foreign exchange contracts 

Inventory (Note 3) 


Liabilities 

Current 

Bank indebtedness (Note 4) 

Accounts payable and accrued liabilities 
Provincial milk boards and agencies (pooling) payable 
Trade 
Distribution to provincial milk boards and agencies payable 
Other liabilities 

Derivative liability - foreign exchange contracts 

Loans from the Government of Canada (Note 5) 


Long-term 
Severance benefits (Note 11) 


Equity (Note 6) 
Retained earnings 


Commitments (Note 13) 
The accompanying notes are an integral part of these financial statements. 


Approved: 


AC ——— Zhublazoon 


Chief Executive Officer Chairman 
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2011 


S 146 


33,462 
6,340 
67 
94,322 


S 134,337 


S 1,154 


31,236 
14,563 
14,573 
1,254 
294 
55,848 
118,922 


643 


14,772 


S 134,337 


ht Pa 


Senior Director, Finance and Operations 
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17,276 
4385 
1,203 
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Statement of Operations and Comprehensive Income 


for the year ended July 31 
(in thousands) 


Sales and Cost of Sales 
Domestic sales revenue 
Cost of goods sold domestically 
Transport and carrying charges 
Gross profit on domestic sales 
Export sales revenue 
Cost of goods exported 
Transport and carrying charges 
Gross profit (loss) on export sales 
Total gross profit 


Other revenues 
Pooling contributions witheld to fund operating expenses (Note 9) 
Funding from the Government of Canada (Note 10) 
Audit services 


Total 


Operating Expenses 
Industry initiatives 
Concentrated Milk Assistance Program 
Cost of Production study 
Other charges / (recoveries) 


Administrative Expenses 
Salaries and employee benefits 
Other administrative expenses 


Total 

Results of operations before distribution to provincial milk boards and agencies 
Distribution to provincial milk boards and agencies 

Results of operations and comprehensive income 


The accompanying notes are an integral part of these financial statements. 
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2011 


241,335 
214,746 
4199 
22,390 
37,614 
36,187 
ois 
508 
22,898 


6,419 
4,031 
124 
10,574 
33,472 


426 
109 
824 
(43) 

1,316 


5,683 
2,043 
7,726 
9,042 
24,430 
24,573 
(143) 


2010 


241,042 
226,815 
Spal 
8,300 
23,/34 
24,633 
803 
(1,702) 
6,598 


7,508 
3,819 
147 
11,474 
18,072 


23 
351 
817 

(296) 

3,003 


5,493 
2,458 
TiS) 
10,954 
7,118 
4,385 
2,733 
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Statement of Changes in Equity 
for the year ended July 31 
(in thousands) 


Retained earnings, beginning of year 
Results of operations and comprehensive income 


Retained earnings, the end of the year 


The accompanying notes are an integral part of these financial statements. 
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Statement of Cash Flows 


for the year ended July 31 
(in thousands) 


Cash flows from operating activities 

Cash receipts from customers 

Cash paid to suppliers and others 

Cash receipts from provincial milk boards and agencies (pooling) 
Cash paid to provincial milk boards and agencies (pooling) 

Cash paid to provincial milk boards and agencies (operating surplus) 
Cash receipts from the Government of Canada 


Interest paid on loans 
Cash flows from operating activities 


Cash flows from financing activities 

New loans from the Government of Canada 
Loan repayments to the Government of Canada 
Cash flows used in financing activities 


Net increase (decrease) in cash 
Net bank indebtedness at beginning of year 
Net bank indebtedness at end of year 


Components: 


Cash 
Bank indebtedness 


The accompanying notes are an integral part of these financial statements 
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2011 


V/3,033 
(226,593) 
191,102 
(183,264) 
(14,385) 
4,031 

(521) 
44,203 


SSA 
(201,000) 
(43,079) 


1,124 
(ZB?) 
(1,008) 


146 
(1,154) 
(1,008) 


> 


2010 


264,761 
(246,865) 
207,792 
(200,202) 


3,819 
(541) 
28,764 
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Notes to Financial Statements 
July 31, 2011 


1. The Canadian Dairy Commission 


The Canadian Dairy Commission (the “Commission”) 
is an agent Crown corporation named In Part 
|, Schedule Ill and Schedule IV to the Financial 
Administration Act and is not subject to the 
provisions of the Income Tax Act. The objects of the 
Commission, as established by the Canadian Dairy 
Commission Act, are ‘to provide efficient producers 
of milk and cream with the opportunity of obtaining 
a fair return for their labour and investment and 
to provide consumers of dairy products with a 
continuous and adequate supply of dairy products 
of high quality”. The Commission operates ona 
dairy year basis which starts August 1 and ends 
July 31. 


The Commission, in co-operation with the Canadian 
Milk Supply Management Committee (CMSMC), 
which it chairs, undertakes the management and 
operations funded by producers. 
The Commission purchases all butter and skim milk 


£ 


administration o 


powder tendered to it at either the Canadian support 
price or at prices established by the Commission, 
depending on the intended resale markets, except for 


a portion of butter imported by the Commission at 


international market price for domestic consumption 


in accordance with Canada’s commitments to the 
World Trade Organization (WTO). While a major 
portion of the butter purchased by the Commission 


By 


is later resold in the domestic market, most of the 
skim milk powder is in excess of manufacturers’ 
requirements and is sold domestically in certain 
marginal markets or exported. The Commission 
exports surpluses, within Canada’s permitted 
subsidized export limits, in the form of whole 
milk products, skim milk powder and butter on 
international markets. 


The Commission administers, on behalf of the 
industry, a pricing and pooling of market returns 


system which provides milk components to further 
processors and exporters through processors at 
competitive prices. This system is administered 
by the Commission in accordance with the 
“Comprehensive Agreement on Pooling of Milk 
Revenues” to allow dairy producers to share revenues 
nationally as well as the “Western Milk Pooling 
Agreement” and the ‘Agreement on the Eastern 
Canadian Milk Pooling”, formerly the “Agreement 
on All Milk Pooling”, to allow dairy producers to 
share revenues regionally. The ten provincial milk 
boards and agencies represent the country's dairy 
producers and they provide the Commission with all 
the relevant data and funding for its administration 
of the pooling system. 


2. Significant accounting policies 


Basis of presentation 

These financial statements have been prepared 
in accordance with Canadian generally accepted 
accounting principles (GAAP). The significant 
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accounting policies followed in the preparation of 
these financial statements are summarized below. 


Inventory 

Inventory is recorded at the lower of cost, which is 
purchase cost, or estimated net realizable value. Cost 
is determined on a first-in, first-out basis except for 
Plan B inventories where cost is determined based on 
specific identification. Write-downs to net realizable 
value are reversed when there is a subsequent 
increase in the value of inventory, up to a maximum 
of the purchase cost. The reversal is recognized as a 
reduction to cost of sales and an increase to the net 
value of inventory. 


Inventory excludes storage charges, which are 
expensed when incurred. 


Sales revenue 
Domestic and export sales revenue are recognized 
when product Is shipped. 


Cost of sales 

Goods purchased by the Commission under the 
Domestic Seasonality Programs, for export sales or 
for the animal feed market are purchased at prices 
established by the Commission. These costs are 
charged to cost of sales when the goods are shipped 
to customers. 
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Distribution to provincial milk boards and 
agencies 

Operational surplus resulting from pooling and 
Operating activities is expensed and set up as 
a liability in the year that the surplus is earned. 
Recovery of operational losses is recognized as 
revenue upon approval by the CMSMC, 


Foreign currency translation 

All foreign currency transactions are translated into 
Canadian dollars at the exchange rate in effect on the 
transaction date. 


Trade accounts receivable and payable in foreign 
Currencies are adjusted to reflect the exchange rate in 
effect at the balance sheet date. Any corresponding 
gains or losses are recognized in operating expenses. 


Most sales and purchases in foreign currencies have 
corresponding foreign exchange forward contracts 


(see “Derivative financial instruments” below and 
Note 12 - Financial Instruments - Currency risk). 


Financial instruments 

Financial assets and financial liabilities, with the 
exception of loans from the Government of Canada, 
a related party financial liability (see Note 14), are 
initially recognized at fair value. Their subsequent 
measurement is dependent on their classification 
as described below. Their classification depends 
on the purpose for which the financial instruments 
were acquired or issued, their characteristics and the 
Commission's designation of such instruments. 


Classifications 

Cash Held for trading 
Accounts Loans and 
receivable receivables 


Bank indebtedness Other liabilities 


Accounts payable and Other liabilities 


accrued liabilities 


£ 


Loans from the Other liabilities 


Government of Canada 


Held for trading 

Held for trading financial assets are measured at 
fair value at the balance sheet date with changes 
in fair value recorded in results of operations and 
comprehensive income. 


Loans and receivables 
Loans and receivables are recorded at amortized cost 
using the effective interest method. 


Other liabilities 
Other liabilities are recorded at amortized cost using 
the effective interest method and include all financial 


iabilities, other than derivative instruments. 


Transaction costs 

All transaction costs in respect of financial assets and 
financial liabilities classified as other than held for 
trading are capitalized in the period in which they are 
incurred. Transaction costs in respect of financial assets 
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and financial liabilities classified as held for trading are 
expensed in the period in which they are incurred. 


Derivative financial instruments 

The Commission uses derivative financial 
instruments such as forward contracts to counter 
the adverse movements in foreign exchange related 
to purchases and sales denominated in foreign 
currencies, including anticipated transactions, as well 


as to manage its cash balances and requirements. 
The Commission's policy is not to utilize freestanding 
derivative financial instruments for trading or 
speculative purposes. 


The Commission does not designate its foreign 
exchange forward contracts as hedges of underlying 


assets, liabilities, firm commitments or anticipated 
transactions In accordance with CICA Handbook 
Section 3865, Hedges, and accordingly does not apply 
hedge accounting. As a result, foreign exchange 
forward contracts are recorded on the balance sheet 
at fair value as an asset when the contracts are in 
a gain position and as a liability when the contracts 
are inaloss position. Changes in fair value of these 
contracts are recognized as gains or losses within 
operating expenses, 


Employee future benefits 

Pension benefits 

Substantially all of the employees of the Commission 
are covered by the public service pension plan 
(the Plan”), a contributory defined benefit plan 
established through legislation and sponsored by the 
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Government of Canada. Contributions are required 
by both the employees and the Commission to cover 
current service cost. Pursuant to legislation currently 
in place, the Commission has no legal or constructive 
obligation to pay further contributions with respect 
to any past service or funding deficiencies of the 
Plan. Consequently, contributions are recognized 
as an expense in the year when employees have 
rendered service and represent the total pension 
obligation of the Commission. The Commission 
is not required under present legislation to make 
contributions with respect to actuarial deficiencies 
of the Plan. 


Severance benefits 
Eligible employees are entitled to severance benefits 
as provided for under labour contracts and conditions 


BS 


of employment. The cost of these benefits is accrued 
as employees render the services necessary to 
earn them. The obligation relating to the benefits 
is calculated using the actuarially determined 
Government-wide severance pay liability ratio for 
public service employees applied to the Commission's 


gross Salaries. 


Measurement uncertainty 

The preparation of financial statements in 
conformity with GAAP requires management to 
make estimates and assumptions that affect the 
reported amounts of assets and liabilities at the 
date of the financial statements and the reported 
amounts of revenues and expenses during the 
reporting period. Valuation of inventories, pension 
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and severance benefits, and derivatives are the most 
significant items where estimates are used. Actual 
amounts could differ significantly from the current 
estimates. These estimates are reviewed annually 
and as adjustments become necessary, they are 
recognized in the financial statements in the period 
in which they become known. 


Future accounting standards 

International Financial Reporting Standards 
Effective January 1, 2011, the Canadian Institute 
of Chartered Accountants adopted International 
Financial Reporting Standards (IFRS) as Canadian 
GAAP for publicly accountable enterprises. The 
Commission will adopt IFRS for its dairy year 
beginning August 1, 2011. 


The preparation and audit of an IFRS opening 
balance sheet as at August 1, 2010 will be required 
in order to produce comparative IFRS balance sheet 
elements for 2010-2011, which will be used as the 
comparative numbers in the 2011-2012 financial 
statements. 


The Commission has completed an in-depth analysis 
on each of the relevant standards which could have 
an impact on their accounting policies, and hence 
financial statements, upon transition to IFRS. Based 
on the review to date, it is not expected that the 
required changes will have a significant impact on 
the Commission's financial results, however, there 
will be expanded financial statement note disclosure. 
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3. Inventory 


2011 2010 
(in thousands) 
Butter S 70,159 S 99,135 
Skim milk powder 24,163 36,952 
94 322 136,087 
Less: allowance for 
inventory write-down - (859) 
Total net 
realizable value S 94,322 Sa 5)228 


The Commission's inventory includes 9,650 tonnes 
of Plan B butter and 1,671 tonnes of Plan B skim milk 
powder (2010 — 10,905 tonnes and 1,635 tonnes) 
with a total cost of $69.52 million and $10.48 million 
respectively (2010 — $77.45 million and $10.10 million) 
that must be repurchased by the manufacturers 
from the Commission within the course of the next 
dairy year at the then prevailing support prices. 
While manufacturers are contractually obliged to 
repurchase their product, the Commission is under 
no obligation to sell back the product. However, 
the Commission has customarily always honoured 
repurchase requests. 


The balance of the inventory is comprised of 104 
tonnes of butter and 11,059 tonnes of skim milk 
powder (2010 — 4,261 tonnes and 23,179 tonnes) 
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with a total cost of $0.64 million and $13.69 million 
respectively (2010 — $21.69 million and $26.85 
million). 


4. Bank indebtedness 


The Commission has established a line of credit with 
a member of the Canadian Payments Association, 


The Commission has been granted the authority to 
establish this line of credit by the Minister of Finance 
up to amaximum of $SO million for the pricing and 
pooling o 
year, the Commission's available line of credit limit 
can vary up to $25 million (2010 — $5 million). 


£ 


market returns system. During the dairy 


The bank indebtedness incurred under the 
Commission's line of credit is due on demand and 
bears interest at prime, which varied during the year 
from 2.75% to 3.00% per annum (2010 — 2.25% to 
2.75%). 


5. Loans from the Government of Canada 
(Consolidated Revenue Fund) 

Loans from the Government of Canada’s Consolidated 
Revenue Fund, to a maximum of $175 million 
(2010 — $175 million), are available to finance 
operations. Individual loans are repayable within one 
year from the date the loan is advanced. Principal and 
accrued interest are repaid regularly during the year 
when funds are available. 


Interest on the loans, which is at the normal rates 
established for Crown corporations by the govern- 
ment and based on the latest available yields of 


comparable Treasury bills plus one-eighth of one 
percent, varied from 0.39% to 113% (2010 — 0.30% 
to 1.42%) during the year and totaled $0.52 million 
(2010 — $0.38 million). 


6. Equity 

The Commission indirectly collects amounts from 
consumers through a charge included in the retail sale 
price of butter. This charge is used to fund the carrying 
costs associated with the normal levels of butter 
inventory. This amount is included in contributions 


withheld to fund operating expenses presented in the 
statement of operations and comprehensive income. 
Retained earnings at the end of the year is made up 
of net accumulated surpluses of this funding and net 


accumulated surplus amounts relating to commercial 


sales and not directly payable to provincial milk boards 
and agencies. 


There have been no transactions during the year 


ended July 31, 2011 resulting in other comprehensive 
income or losses and the Commission had no 
opening or closing balances for accumulated other 
comprehensive income or losses. 


7. Capital disclosures 


The Commission's capital consists of its loans from 
the Government of Canada (see Note 5) and retained 
earnings. As at July 31, 2011 these accounts totaled 
$55.85 million (2010 — $98.93 million) and $14.77 
million (2010 — $14.92 million) respectively. The 
Commission is not subject to any externally imposed 
Capital requirements. 
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The Commission's primary objective in managing 
Capital is to ensure that it has sufficient liquidity 
in order to settle its financial obligations as they 
become due and to fund programs for the benefit 
of the dairy industry. The Commission administers 
its capital management approach on an ongoing 


eo 


basis as the amounts fluctuate during the course 
of the year. The Commission does not utilize any 
quantitative measures to monitor its capital. There 


were no changes in the Commission's approach to 


capital management or the definition thereof as 
compared to the previous year. 


8. Foreign exchange gains and losses 


Export sales include $0.20 million representing net 
gains (2010 — net losses of $0.14 million) arising fram 


currency translation relating to transactions incurred 
in foreign currencies. 


Domestic cost of sales include $0.14 million 


epresenting net losses (2010 - net losses of 


$0.24 million) arising from currency translation 


elating to import purchase transactions incurred in 


pe 


oreign currencies. 


9. Pooling contributions 


Contributions from and equalization payments to 
provincial milk boards and agencies represent a 
redistribution of milk revenues among provinces, 
which are recorded based on milk production and 
milk utilization reported by the provincial milk 
boards and agencies. A fixed portion, representing 
the milk boards’ and agencies’ share of the 


og 
oO 


+ 


Commission's budgeted administrative expenses 
and the estimated carrying charges for normal levels 
of butter stocks, is withheld from the redistributions 
to fund these operating expenses, as well as 
surplus butter carrying charges and any recoverable 
committee expenses that may be incurred during the 


year. The fixed amount is agreed upon annually by 
the CMSMC. 


The pool operates on a two month lag where 
contributions from and equalization payments to 
provincial milk boards and agencies that were not 
disbursed or collected at year-end are reported 
respectively as payables and receivables on the 
Balance Sheet. 


During the year contributions from and equalization 
payments to provincial milk boards and agencies 
were as follows: 


2011 2010 
(in thousands) 


Contributions from 
provincial boards 
and agencies 


$187,235 $217,069 


Equalization payments 
to provincial boards 


and agencies 180,816 


Pooling contributions 
withheld to fund 


operating expenses S 6,419 
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209,561 


S 7,508 


10. Costs funded by the Government 
of Canada 

Funding of the Commission's administrative 
expenses is shared arnong the federal government, 
dairy producers, commercial operations and the 
market place. During the year, the Government of 
Canada funded $4.03 million (2010 — $3.82 million) 
of the Commission's administrative expenses of $7.73 
million (2010 — $7.95 million). 


11. Employee future benefits 

Pension plan 

Substantially all of the employees of the Commission 
are covered by the public service pension plan 
(the “Plan”), a contributory defined benefit plan 
established through legislation and sponsored by the 
Government of Canada. Contributions are required 


by both the employees and the Commission. The 
President of the Treasury Board of Canada sets the 
required employer contributions based on a multiple 
of the employees’ required contribution. The general 
contribution rate effective at year end was 1.90 times 
(1.93 times for the prior year). Total contributions 
of $0.55 million ($0.55 million in prior year) were 
recognized as expense in the current year. 


The Government of Canada holds a statutory 
obligation for the payment of benefits relating to 
the Plan. Pension benefits generally accrue up to 
a maximum period of 35 years at an annual rate of 
2 percent of pensionable service times the average 
of the best five consecutive years of earnings. The 
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benefits are coordinated with Canada/Québec 
Pension Plan benefits and they are indexed to 


inflation. 


Severance benefits 

The Commission provides severance benefits to its 
employees based on years of service and final salary. 
This benefit plan is not pre-funded and thus has 
no assets, resulting in a plan deficit equal to the 
accrued benefit obligation. Benefits will be paid from 
future appropriations and other sources of revenue. 
Information about this benefit plan, measured as at 
the balance sheet date, is as follows: 


2011 2010 


(in thousands) 


Accrued benefit 
obligation, beginning 


of year Sj 2se SAW 
(Recovery) cost for 

the year (80) 98 
Benefits paid during 

the year 131 21 
Accrued benefit 

obligation, end of year $ 1,083 $ 1,294 


Of the total year end obligation, $0.44 million (2010 
- $0.12 million) is estimated by the Commission to be 
payable within the next year and is included in other 
liabilities, under current liabilities, on the balance 
sheet. 
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12. Financial instruments 


In the course of carrying out its ongoing operations, 
the Commission faces risks to its financial assets 
and financial liabilities. The Commission's exposure 
to risk from its use of financial instruments is 
presented below along with the Commission's 


objectives, policies and processes for managing risk. 


Market risk 

Market risk is the risk that changes in market prices, 
such as foreign exchange rates and interest rates, 
will affect the Commission's income or the value of 
its holding of financial instruments. 


Currency risk 
The Commission operates internationally, exposing 
itself to market risks from changes in foreign 
exchange rates. The Commission partially manages 
these exposures by contracting only in U.S. dollars or 
Canadian dollars. The Commission's foreign exchange 


risk management includes the use of foreign 
currency forward contracts to fix the exchange 


Currency sold 


U.S. dollars 


Currency purchased 
Canadian dollars 


Canadian dollars U.S. dollars 


rates on certain foreign currency exposures. The 
Commission periodically enters into foreign exchange 
forward contracts to manage exposure to exchange 
rate fluctuations between Canadian and U.S. dollars. 


At the end of the year, the notional value of the 
Commission's outstanding forward exchange 
contracts totaled $18.12 million Canadian equivalent 
(2010 — $1.40 million Canadian equivalent). These 
contracts will mature over the period ending Octobe 
2011. The maturity dates of the forward exchange 
contracts correspond to the estimated dates when 
the Commission expects to receive the foreign 


currency proceeds arising from export sales contracts 


or when payment for purchases in foreign currencies 
are due. 


The fair value of the Commission's derivative 


financial instruments is determined using the Bank 
of Canada’s published foreign exchange rates as of 
the balance sheet date. The Commission's foreign 
exchange forward contracts as at July 31, 2011 are as 


follows: 
(in thousands) 
In USD In CAD 
$4,521 $4,320 
$14,439 $13,796 
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As at July 31, 2011, the Commission's exposure 
to foreign currency risk was as follows, based on 
Canadian dollar equivalent amounts: 


In CAD 2011 2010 


(in thousands) 


Accounts receivable (trade) $5,632 S957 
Accounts payable (trade) - (357) 
Net derivative liability (227) (3) 
Net exposure $5,405 S597 


Based on the net exposure as at July 31, 2011, 
and assuming that all other variables remained 
constant, had the Canadian dollar appreciated 10% 
against the US dollar, net income for the year ended 
July 31, 2011 would have increased by $1.74 million 
(2010 - decreased by $3 thousand). Conversely, a 
10% weakening in the Canadian dollar against the US 


dollar would have had the equal but opposite effect 
for the same period. 


Interest rate risk 
nterest rate risk is the risk that a financial asset 


containing a fixed interest rate component decreases 
in value with a rise in interest rates or that a financial 
iability with a floating interest rate component 
results in increased cash outflow requirements as a 


esult of an increase in interest rates. Other than the 


line of credit, for which interest expense varies as a 
function of prime, and loans from the Government 
of Canada, which vary as a function of the yield on 
comparable Treasury bills, the Commission does not 
have any other such financial assets or liabilities 
exposed to this risk. The Commission's exposure 
to interest rate risk is not significant given its low 
interest bearing loans. 


Other price risk 

Other price risk is the risk that the fair value or future 
cash flows of a financial instrument will fluctuate 
because of changes in market prices, other than 
those arising from interest rate risk or currency risk. 
The Commission is not exposed to this type of risk. 


Liquidity risk 

Liquidity risk is the risk that the Commission will not 
be able to meet its financial obligations as they fall 
due. At year-end, virtually all of the Commission's 
assets and liabilities were current and the 
Commission had a current ratio equal to 1.13 (2010 
- 1.10). In managing liquidity risk, the Commission 
has access to additional borrowings for commercial 
operations from the Government of Canada in the 
amount of $119.15 million as of July 31, 2011 (2010 — 
$76.07 million) as well as $3.85 million (2010 — $2.69 
million) on its line of credit for the pooling of market 
returns activities. 
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Credit risk 

Credit risk is the risk of loss due to a customer failing 
to meet its financial obligations to the Commission. 
Maximum credit exposure is the carrying amount of 
the pooling and trade accounts receivable balances, 
net of any allowance for losses. The Commission 
manages this risk using several strategies which 
include selling product on a “payment first” basis, 
securing of bank guarantees and obtaining letters 
of credit. As of both July 31, 2011 and 2010, the 
Commission did not have an allowance for doubtful 
accounts and all accounts receivable were current. 


The Commission is exposed to credit risk when 
entering into foreign exchange contracts wherein 
the counterparty fails to perform an obligation as 
agreed upon causing a financial loss. Maximum credit 
exposure is the carrying amount of the derivative 
asset. The Commission manages this exposure 
to credit risk by entering into foreign exchange 
contracts only with major Canadian financial 
institutions, To date, no such counterparty has failed 
to meet its financial obligation to the Commission. 


Fair values 

The carrying value of cash, accounts receivable, 
bank indebtedness, accounts payable and accrued 
liabilities approximates their fair values due to the 
immediate or short-term maturity of these financial 
instruments. As of the balance sheet date, no 
amounts representing changes in fair value of these 
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financial instruments have been recorded in the 
statement of operations and comprehensive income. 


Fair value hierarchy 

Financial instruments recorded at fair value on 
the balance sheet are classified using a fair value 
hierarchy that reflects the significance of the inputs 
used in making the measurements. The fair value 
hierarchy, which for the Commission is only relevant 
in the context of derivative financial instruments, 
has the following levels: 


Level 1 — valuation based on quoted prices 
(unadjusted) in active markets for identical assets or 
liabilities: 


Level 2 — valuation techniques based on inputs 
other than quoted prices included in Level 1 that are 
observable for the asset or liability, either directly (i.e. 
as prices) or indirectly (i.e. derived from prices): and 


Level 3 — valuation techniques using inputs for the 
asset or liability that are not based on observable 
market data (unobservable inputs). 


The fair value measurement of the Commission's 
derivative financial instruments is classified as level 2 
(2010 — level 2) in the fair value hierarchy. Changes in 
valuation methods may result in transfers into or out 
of levels 1, 2, and 3. In 2011, there were no transfers 
between levels. 
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13. Commitments 


a) Industry Initiatives 


Canadian Matching 
Quality Investment 
Milk Fund 
Total commitment S 2952 5S G00 
Distributed: 
Prior year(s) 678 340 
Current year 514 esl 


Dairy 
Research lodine Scholarship 
Cluster Study Program Total 
(in thousands) 
S t500 9S 340 Ss 3000 S iayvS2 
500 - - 1,518 
2 109 : 722 


Commitment remaining S$ _1761  $ 


Canadian Quality Milk 

This program is designed to help producers 
improve the quality of raw milk on their farms. 
The Commission has agreed to partially fund this 
program under an agreement that commenced 
August 1, 2007 and was extended to July 31, 2014. 


Matching Investment Fund 

The Commission administers the Matching 
Investment Fund which provides non-repayable 
contributions to Canadian registered companies or 
Food Technology Centres for product development, 
on a matching investment basis. The CDC has 
committed $6 million over a three-year period 
commencing August 1, 2009 and ending July 31, 2012. 


5 Sibi 


5, OOD Ss S2sie es) SONS sss 


Dairy Research Cluster 

This Dairy Farmers of Canada initiative is to enable 
key industry-led agricultural organizations to 
mobilize a critical mass of scientific and technical 
resources to Support Innovation strategies for 
enhanced profitability and competitiveness of their 
sector. The Commission has agreed to partially fund 


this project under an agreement that commenced on 
January 1, 2010 and expires on March 31, 2013. 


lodine Study 

The Dairy Farmers of Canada are conducting an 
analysis to determine the level of iodine in bulk 
tank milk of individual dairy farms over a period of 
three years from August 1, 2010 to July 31, 2013. The 
Commission has agreed to partially fund this study. 
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Scholarship Program 

The Commission will fund a graduate Scholarship 
Program as of August 1, 2011. The CDC will grant 
$3.00 million in scholarships over five years to 
Participating institutions across Canada. 


b) Purchase Commitments 

As at July 31, 2011, the Commission was committed 
to purchase certain quantities of butter and skim 
milk powder. These commitments amounted to 
approximately $4.88 million (2010 — $0.42 million) 
and are due to be fulfilled by September 201). 


c) WTO Tariff Rate Quotas for Butter 

Under the terms of the 1994 WTO Agreement, 
Canada has established tariff rate quotas (TRQ) for 
a number of dairy products. TROs are the quantities 


— 
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of products that can enter Canada with little or no 
tariff. With the support of the industry, the CDC 
has acted as the receiver of imports of butter under 


federal permit since 1995 and has directed this 
product through butter manufacturers to the food 
sector. The 2012 TRO for butter remains at 3,274 
tonnes. World prices at the time of purchase will 
determine the total financial commitment. For 2011 


the total cost to purchase imported butter under 
the WTO requirements was $14.47 million (2010 — 
$10.20 million). 


d) Operating Lease 

Agriculture and Agri Food Canada has notified 
the Commission through a letter of intent that it 
will renew the lease for the Commission's offices 
accommodations for another period of 5 years 
commencing April 1, 2012 with revised rates reflecting 
the rental market value pursuant to Treasury Board's 
Policy on Real Property. The remaining payments 
under the current lease agreement, which expires 
March 31, 2012, are $0.31 million. 


14. Related party transactions 

The Commission is related in terms of common 
ownership to all Government of Canada-created 
departments, agencies and Crown corporations. 
The Commission enters into transactions with 
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these entities in the normal course of business and 
at normal trade terms. These transactions such 
as Employee Benefit Plans, accommodations and 
professional services, but excluding loans from the 
government, are recorded at their exchange amounts 
and totaled $1.64 million during the year (2010 — 
$1.62 million ). 


Loans from the Government of Canada at terms 
available to Crown corporations (see Note 5), 
which are recorded at carrying value, represent the 
Commission's largest related party transaction. 


15. Financial statement presentation 


Certain comparative amounts have been reclassified 
to conform with the presentation adopted in the 
current year. 
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al Milk Production, Canadian Requirements 
SQ (million kg butterfat) 


Production MSQ* Canadian 


" 


requirements 
-2007 174.80 175.00 80.35 
2007-2008 182.21 183.75 Wsys7 
2008-2009 179.66 182.08 80.14 
2009-2010 183.39 181.80 183.82 
2010-2011 186.87 188.73 189.49 


¥ 


Weighted average MSQ, including the Domestic Dairy Product 
Innovation Program 
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Production of Milk* (million kg butterfat) 


2009-2010 2010-2011 


Sahel piwilgio\s| ¢/e/sye/ei 9\e/a)/shaln(aila/ele/elie\ el's\ejai)ale\r\s\o\al vive! e\vie ae) oie a)in ova b@) 4 na) 4lulaswwrasavelaiullvleva/eleiellvie\ere/elv/a\sisielecels shel sieielsie\sislsialelalaleteiete/elaisleieicls 


Province 


Newfoundland 0.49 1.86 1.52 0.38 1.90 


wees 


New Brunswick 
(Ontario 
Saskatchewan 
British Columbia 


183.40 186.87 


* Before pooling 


Tables and Data 


Number of Farms and Cows, and Total Production 
2006-2007 to 2010-2011 


Mmpenortacne Number of cows Total production 
(thousands) (million kg butterfat) 


009-2010 13,214 
010-2011 12,965 


2 
2 

2008-2009 ——S=«S3,S 
2 
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Rapport annuel 


Mandat de la Commission canadienne du lait 


En vertu de la Loj sur la Commission canadienne du lait, les objectifs législatifs de la CCL consistent a 


*  permettre aux producteurs de lait et de creme dont |’entreprise est efficace d’obtenir 
une juste rétribution de leur travail et de leur investissement et 


*  assurer aux consommateurs un approvisionnement continu et suffisant 


de produits laitiers de qualite. 
Enoncé de mission 


Dynamiser l'industrie laitiere canadienne au profit de 
tous ses intervenants. 


Valeurs 


Intégrité, leadership, respect et dignité, professionnalisme. 
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Monsieur le Ministre, 


C'est avec plaisir que je vous remets le rapport annuel de la 


Commission canadienne du lait pour l’ann 


ée laitiére 2011-2012. 


Alors que l'année touche a sa fin, la Commission canadienne 


du lait (CCL) se trouve en bonne situation financiére et a réalisé 


presque tous les objectifs qu'elle s'était fixés, Si tous les objectifs 


nont pas été atteints, c'est soit parce que lind 


ustrie n‘est pas préte 


a aller de l'avant dans certains dossiers, soit en raison de nouvelles 


orientations dictées par la conjoncture. Dans 


‘ensemble, la CCL a 


continué c& aider l'industrie laitiére canadienne G& surmonter les 


nombreux défis qui se présentent a elle. 
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Cette année, le conseil d'administration de la CCL a 
termine la mise en ceuvre des mesures recommandées 
dans le Rapport de l’'examen spécial 2011 rédige 
par le Bureau du vérificateur général (BVG). Le 
conseil d'administration évalue périodiquement ses 
competences et fait appel a des services externes 
au besoin, comme il l’a fait lors de la transition aux 
nouvelles normes internationales d'information 
financiére (IFRS). De plus, le conseil suit de nouvelles 
procédures concernant la gestion des conflits d'intéréts 
potentiels de ses membres. Ces nouvelles procédures 
s'inspirent des modifications apportées aux regles de 
la CCL suivant une recommandation du BVG. Dans 
l'ensemble, le BVG n'a releve aucune lacune importante 
dans les systemes et les pratiques de la CCL. 


En février dernier, le conseil a accueilli avec plaisir 
M. Jacques Laforge, nouveau chef de la direction 
de la CCL doté d'un mandat de trois ans. M. Laforge 


remplace M. John Core, guia ceuvré a titre de chef de 
la direction durant 9 ans. Je profite de cette occasion 


pour remercier John pour son leadership, sa vision et 
l'excellence de sa gestion du fonctionnement de la CCL. 


En ce début d’année, je désire remercier les 
intervenants de l'industrie, les gouvernements 


provinciaux, le bureau du ministre ainsi que nos 
collegues d'Agriculture et Agroalimentaire Canada 
et des autres organisations du portefeuille de leur 
precieuse collaboration. Je remercie aussi les employes 
de la CCL qui gérent nos opérations de facon efficace 
et equitable. 


Au nom du conseil d’administration, je vous remercie, 
Monsieur le Ministre, d’appuyer le travail de la CCL. 


Zhu Llareen. 


Randy Williamson 


Lettre du president 


La Commission canadienne du lait (CCL) est fiére de collaborer 
de nombreuses fa¢ons avec l'industrie laitiére, une industrie qui se 
distingue par son esprit de collaboration et qui injecte 15 milliards 


de dollars par année dans l‘économie canadienne! 


' Eco ressources consultants, 2011. Les retombées economiques de |'industrie laitiere au Canada, 
Rapport final, 
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En 2011-2012, la demande intérieure en produits 
laitiers a diminué legerement pour la premiere fois 
en plusieurs années. En fin d’année, le quota de lait 
de transformation était de 189,47 millions de ke de 
matiere grasse contre 189,62 millions un an plus tot. 


Ce ralentissement, plus marqué dans le marche du 


beurre, a ete compensé en partie par la croissance 
de la demande en fromage et en yogourt. Grace a 
l'augmentation de la production de lait durant l'année, 
la CCL a pu reconstituer ses stocks qui avaient eté 
largement utilisés pour approvisionner le marche en 
automne 2011, alors que la production était inférieure 
alademande. Ala fin de l'année laitiére 2011-2012, les 
stocks privés de fromage et de beurre étaient normaux 
et les stocks de beurre de la CCL étaient plus éleves que 
d'habitude. 


Cette année, les prix mondiaux de la poudre de lait 
écremeé etaient moins éleves que l’an dernier. La CCL 
a tenté de profiter des périodes ou les prix étaient 
les plus élevés pour exporter une partie du surplus 
Structurel de solides non eras. C'est ainsi quela CCL a 
exporteé |'équivalent de 9 277 t de poudre de lait écrémeé 
en 2011-2012 contre 11176 t l'année précédente. Dans 
le cas du beurre, le Canada n’avait aucun surplus a 
exporter en 2011-2012. 


A cause de la hausse de la production, les surplus d 


ge} 


solides non gras (SNG) qui ont été retirés du marché 
canadien ont beaucoup augmenté cette année. La CCL 
a termine l'année avec des inventaires de poudre de lait 
écreme de classe 4(m)? de 22 619 t contre 10 022 t l'an 
dernier. Durant l'année qui vient, la CCL augmentera 


ses ventes de ce produit aupres de l'industrie de 


‘alimentation animale pour ramener ses inventaires a 
un niveau raisonnable. 


En decembre dernier, la CCL a annoncé une 
augmentation des prix de soutien de la poudre de 
ait ecreme et du beurre qui est entrée en vigueur le 


71) 


féevrier 2012. Cette legére majoration de 1,5 % était 
motivee par une hausse du cout de production du lait 
au Canada. 


eo 


Lindustrie laitiére poursuit ses efforts pour mieux 


répondre aux signaux du marche et réduire les 


risques du marche pour les producteurs. La CCL, 
en collaboration avec les Producteurs laitiers du 
Canada (PLC), a coordonné des discussions entre 
les organismes provinciaux de producteurs, les 
gouvernements provinciaux et les representants 
des transformateurs en vue de créer une mise en 
commun nationale de toutes les classes de lait. 


Surtout destinée 2 l’alimentation animale, 


Message du chef de la direction 


Consequemment aces discussions, le Comite canadien 
de gestion des approvisionnements de lait (CCGAL) a 
creé des sous-classes de lait et a convenu de mettre en 
place un mécanisme pour rediriger le lait @crémé liquide 
de la production de poudre de lait écréme vers d'autres 


marches plus lucratifs pour les producteurs. 


D'un point de vue financier, la CCL a connu une autre 


bonne année dans la gestion de ses opérations 
commerciales. En s’appuyant sur des pratiques d’achat 
conservatrices et prudentes, la CCL a pu dégager un 
surplus de 18,3 millions de dollars qui sera distribué 
aux producteurs par l'intermédiaire des offices et 


des agences de mise en marché des provinces. Dans 
l'ensemble, les benéfices non répartis en fin d'exercice 


sont légerement inférieurs a ceux de l’an dernier. 


Tendances de |’industrie laitiére 


Grace au systeme de gestion de l'offre, l'environnement 
de la CCL est plus stable que celui des industries 
laitieres d'autres pays et que celui de certains autres 
secteurs agricoles au Canada. |l est de bon augure pour 
la stabilite de notre environnement que ce systeme 


soit appuye par les gouvernements du Canada et 


des provinces, et l'industrie est généralement percue 


de facon favorable par le public. Lindustrie laitiere 


canadienne est tres reglementee et tres organisee. 
Au fil des ans, elle a développé d’excellents outils pour 
atténuer les risques tels que la mise en commun des 
marches et des revenus, et des incitatifs a l'innovation 
tels que le Fonds d'investissement partagé. || faut 
aussi noter que la plus grande partie de l'industrie, que 
ce soit ala ferme ou al'usine, est rentable et que les 


consommateurs profitent d'un approvisionnement 
continu de produits laitiers a des prix prévisibles. 


La tendance a |’harmonisation des politiques et a 
l'integration des activités provinciales, amorcée voila 
quatre ans, persiste dans les deux mises en commun 
regionales, Dans la Mise en commun du lait de l'Ouest 
MCLO) les dossiers prioritaires sont le transport et la 
reception du lait al'usine, et les politiques d’attribution 
du lait aux usines. La mise en commun tient 
actuellement des consultations aupreés des partenaires 
provinciaux Sur un projet de politique de réception du 


ait. De plus, la MCLO constitue maintenant une seule 
entite aux fins de la gestion en continu du quota et elle 
a €labore et approuve des mécanismes volontaires qui 
interviennent si la MCLO ne respecte pas ses limites 
de production. 


Dans la mise en commun de |'Est (le PS), les offices de 
mise en marché du lait ont recemment embauche une 
coordonnatrice de I’harmonisation du PS pour appuyer 
les groupes de travail existants dans leurs efforts visant 
a harmoniser les normes d'utilisation du lait et les 
normes de verification, le transport du lait et les regles 


sur la qualité du lait. De plus, la mise en commun du 
PS élabore une structure de gouvernance harmonisée 
et elle recrutera un consultant pour l’aider a deéfinir 
une vision et a proposer des options. Le P5 est aussi 
considéré comme une seule entité aux fins de la gestion 
en continu du quota. La MCLO et le PS se sont engages 
a réduire l’écart entre les prix du lait de transformation 
ala ferme des deux mises en commun sur une période 
de trois ans. Le premier ajustement de prix lié a cet 
objectif a eté applique aux prix de février 2012. 


On poursuit aussi des discussions avec les verificateurs 
provinciaux responsables de la verification de 
l'utilisation du lait par les usines dans le but de 
promouvoir des pratiques nationales uniformes. La CCL 
agit comme coordonnateur et conseiller technique lors 
de ces discussions et négociations. Une plus grande 
harmonisation uniformisera les regles du jeu tant pour 
les producteurs que pour les transformateurs. 
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Réecemment, les lignes directrices pour la verification 
de la classe 4(a)1 ont été revues. Dans ce cas, les 
déclarations sont souvent faites ailleurs que dans la 
province ou le produit final est fabriqué, ce qui rend 
essentiels les echanges de renseignements entre 
vérificateurs. Les intervenants ont été consultés durant 
le processus et le CCGAL a approuve les révisions aux 
Normes de verification de l'utilisation du lait. 


Sur la scene internationale, les négociations se 
poursuivent a |’'Organisation mondiale du commerce, 
mais on ne Sait pas al’heure actuelle si une nouvelle 
entente commerciale entrera en vigueur durant la 
prochaine année laitiere (2012-2013). D'autre part, les 
négociations commerciales entre le Canada et |’Union 
europeenne avancent rapidement et une entente 
pourrait intervenir a la fin de 2012. Les répercussions 
potentielles d'une telle entente sur l'industrie laitiere 
canadienne sont inconnues pour |'instant. De plus, 
le Canada participera sans doute aux négociations 
du Partenariat trans-pacifique. La CCL continue de 
suivre de pres les négociations commerciales et les 
fluctuations du marche. 
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Les regles actuelles du commerce comportent déja un 
risque pour le marche intérieur des produits laitiers. 
Les prix mondiaux des produits laitiers et les taux de 
change sont de plus en plus instables. A quelques 
eprises au cours de la derniére année, le tarif qui 


protege les marches intérieurs contre des volumes 
d'importation élevés s'est révélé presque insuffisant. 


f£ 


En 2012, les prix mondiaux ont ete faibles et le risque 


d'une breche dans la barriére tarifaire est toujours 


présent, surtout dans les cas du fromage et du lait 
de consommation. Ce risque est d’autant plus éleve 
que le dollar canadien est fort. En quantités assez 


importantes, ces importations pourraient perturber la 
gestion de l'offre de lait. 


Tendances financiéres 


Etant donné la lenteur de la reprise économique 
mondiale, on s’attend a ce que les taux d'interet 
demeurent bas en 2012-2013. Puisque la CCL emprunte 
au Trésor et d’une ligne de crédit pour administrer des 
programmes au nom de l'industrie, une augmentation 
des taux d'intérét accroitrait ses codts de transaction. 


Une hausse des frais d’intérét n’aurait cependant 


aucune incidence sur les résultats financiers de la 
CCL puisque ces frais sont pris en charge par les 
producteurs laitiers ou le marché. 


La CCL a adopte les Normes internationales 


d'information financiére (IFRS) comme base de 
comptabilite. Les systemes comptables de la CCL ont 
ete adaptés ace changement et les nouvelles normes 
ont eu peu d'incidence. 


En vertu du Budget fédéral 2012, les crédits 
parlementaires recus par la CCL diminueront de 10 % 
durant les trois prochains exercices financiers. LaCCLa 
pris des mesures pour tenir compte de cette réduction. 


Tendances dans le milieu de travail 


En raison du petit nombre de candidats disponibles, il 
est difficile de recruter des employes qui possedent les 
connaissances spécialisees requises dans les domaines 
de |'économie agricole et de l'industrie laitiére. Il est 
donc important d’attirer et de conserver ces employes. 


La CCL sait qu'elle fait face a une vive concurrence de 
la part des autres ministéres et du secteur privé quand 
vient le temps de remplacer des employes qui partent 


Message du chef de la direction 


ou prennent leur retraite. Pour mieux composer 
avec une main-d ceuvre réduite tout en repondant 
aux attentes plus elevees des intervenants, la CCL 
continuera de mettre en place son plan de releve, 
et d'automatiser et de simplifier ses processus de 
maniere a augmenter son efficacité, Ces parametres, 
de méme que le reaménagement des effectifs prevu 
par le budget fédéral 2012, guideront la CCL dans la 
gestion et la planification de ses ressources humaines. 


La CCL a tenu compte de ces tendances lors de la 
planification de ses activités et de ses objectifs pour 


l'année laitiere 2012-2013. Ceux-ci sont décrits dans le 
chapitre Rendement et objectifs du présent rapport. 


OL 
Se Ue 


Jacques Laforge 


La Commission canadienne du lait (CCL) est une société d‘Etat 


constituée en 1966 par la Loi sur la Commission canadienne du lait. 


Elle reléve du Parlement par l'intermédiaire du ministre d’'Agriculture 
et Agroalimentadire Canada pour qui elle est un conseiller important 
en ce qui a trait G& l'industrie laitiére. La CCL est une agence du 
portefeuille d’Agriculture et Agroalimentaire Canada qui regroupe 
aussi l'Agence canadienne d'‘inspection des aliments, la Commission 
canadienne des grains, Financement agricole Canada, le Conseil des 
produits agricoles du Canada et la Commission de révision agricole 


du Canada. 


Commission canadienne du lait Rapport annuel 2011-2012 


Le gouvernement fédéral couvre environ la moitié 
des couts administratifs de la CCL. Les autres colits, y 
comoris les coats liés aux activités de marketing, sont 
payes par les producteurs laitiers et le marché. La CCL 
emprunte aussi de l’argent au Trésor et d'une ligne de 
crédit pour financer les programmes qu'elle administre 
au nom de l'industrie laitiére. 


Depuis les débuts de la gestion de l’offre dans le 
secteur laitier, la CCL est directement impliquée dans 
deux des trois piliers du systeme:: les prix de soutien? 
et le quota de lait de transformation. Une fois par 
année, la CCL établit les prix de soutien du beurre et 
de la poudre de lait écrémé a l'issue de consultations 
avec les intervenants de |'industrie. Ces prix servent de 
référence aux offices provinciaux de mise en marche 
du lait pour établir les prix du lait de transformation 
dans chaque province. Grace a ses nombreux rdles et 
a Sa fonction centrale de facilitateur dans l'industrie 
laitiére, la CCL veille a ce que les producteurs de lait 
canadiens recoivent du marché des revenus suffisants 
pour atteindre un niveau de vie raisonnable et investir 
dans leur entreprise. 


De plus, la CCL surveille la production et la demande 
nationales et recommande les ajusternents requis ala 
cible nationale de production de lait de transformation. 
Elle veille aussi a ce que la production de lait du pays 
corresponde a la demande des consommateurs 
canadiens. ll est important d’éviter toute penurie 


3 Les prix de soutien sont les prix auxquels la CCL achéte ou vend 


du beurre ou de la poudre de lait écrémeé dans le cadre de ses 
programmes intérieurs de saisonnalite. 


de produits laitiers et tout aussi important d’éviter 
les surplus de production en raison des colts élevés 
associés a leur manutention, leur entreposage et leur 
mise en marché. 


La Commission s'acquitte de son mandat en collaborant 
avec les gouvernements provinciaux, Agriculture 
et Agroalimentaire Canada et les intervenants 


de l'industrie tels que les producteurs laitiers, les 
transformateurs, les transformateurs secondaires, 
les consommateurs et les restaurateurs. Elle aide 
l'industrie laitiere a élaborer et a mettre en ceuvre des 
programmes importants. Au nom de l'industrie laitiére, 
la CCL administre le Programme de permis des classes 
speéciales de lait’, le Programme d'innovation en matiére 
de produits laitiers, le Programme de marketing du lait, 
de méme que les ententes de mise en commun. 


La CCL préside le Comité canadien de gestion des 
approvisionnements de lait (CCGAL)°. A ce titre, elle 
informe le comité des sujets d'interét et des questions 
a résoudre et, au besoin, elle propose diverses 
solutions, alternatives ou recommandations pouvant 
contribuer a une commercialisation plus ordonnée et 
efficace en vue d’éviter les pénuries ou les surplus de 
lait. Elle joue un réle semblable auprés de la Mise en 
commun de |'Est (le PS) et de la Mise en commun du 
lait de Quest (MCLO)?. 


Les programmes administrés par la CCL sont décrits au chapitre 
Activités et programmes. 


Le CCGAL est le principal organisme décisionnel de l'industrie laitiere 


© On trouve des renseignements deétaillés sur ces mises en commun 
aux p. 21-22 
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Apercu de la CCL 


Créée en 1966 
61 employés (au 31 juillet 2012) 


Siege : Ottawa 
Site Web : www.ccl-cdc.gc.ca 


Budget de Il’année laitiére 2012-2013 : 7,990 MS 


Année laitiére : 1" aodt au 31 juillet 


Mission 
Dynamiser l'industrie laitiere canadienne au profit de 
tous ses intervenants. 


La Commission canadienne du lait accomplit sa mission 
en administrant certains volets du systeme de gestion 
des approvisionnements et en offrant leadership et 
conseils aux intervenants de l'industrie laitiére. 


Valeurs 


Inteégrité, leadership, respect et dignité, et 
professionnalisme. 


Structure 

Les employés de la CCL travaillent au sein de lune des 
trois sections représentées dans la figure ci-contre. 
Chaque section reléve d'un directeur principal ou 
d'un directeur. Toutes les deux ou trois semaines, le 
chef de la direction et les dirigeants des sections se 
rencontrent (équipe de la haute direction) pour discuter 
du fonctionnement quotidien de la CCL et prendre les 
decisions qui s'imposent. 


Lindustrie laiti¢re canadienne 


Recettes monétaires agricoles 


Lindustrie laitieére a contribué de fagon importante 
a |'@conomie canadienne pendant l'année civile 2011. 
Elle a eénére des recettes moneétaires agricoles de 
5,8 milliards $, ce quila place au troisiéme rang apres 
les céréales et oleagineux, et les viandes rouges, 


Nombre de fermes et production par ferme 


Pendant l'année laitiére 2011-2012, on dénombrait 
12 746 fermes laitiéres au Canada. Bien que le 
nombre de fermes laitiéres ait diminué au Canada, 
les exploitations laitieres se sont agrandies et sont 
devenues plus efficaces. La production moyenne 
par ferme pendant l'année laitiére 2011-2012 était de 
24 645 kg de matiére grasse, ce qui représente une 
hausse de 4,5 % par rapport a l'année précédente. 
Selon les données de Canadian Dairy Herd 
Improvement, la production annuelle d'une vache 
laitiere canadienne s ‘éleve a 9 774 ke de lait. 


Pendant l'année laitiére 2011-2012, 82 % des fermes 
laitieres se trouvaient au Québec et en Ontario, 13 % 
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Equipe 
de la haute 


direction 
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dans les provinces de |’Quest, et 5 % dans les provinces 
de |’Atlantique. 


Transformation du lait 


Au cours de l'année civile 2011, quelque 453 usines de 
transformation laitiére (dont 273 usines enregistrées 
aupres des autorités fédérales) ont expédié 
des produits laitiers d'une valeur de 13,7 milliards S, 
soit 16,4 % de toutes les ventes de produits 
transformes de l'industrie des aliments et boissons. Le 
secteur de la transformation laitiere emploie plus de 
22 500 personnes. 


Marchés du lait 


Les producteurs laitiers canadiens approvisionnent 
deux marches principaux : 


@ le marche du lait de consommation, qui comprend 
es cremes et laits aromatises et 


@ le marché du lait de transformation utilise dans 
la fabrication de produits comme le beurre, le 
fromage, le yogourt, la creme glacée et les poudres 
de lait. 


Au cours de l'année laitiére 2011-2012, le marche du 
ait de consommation représentait environ 38 
des livraisons totales par les producteurs, soit 117.95 
millions de kg de matiére grasse.’ Le marche du lait de 
transformation représentait l'autre 62 % des livraisons 
totales par les producteurs, soit 196,18 millions de kg de 
matiere grasse. 


7 Au Canada, les quotas et la production de lait sont exprimés en ke 


de matiere grasse. 


Les agences et offices provinciaux de mise en marché 
achetent le lait des producteurs et le vendent aux 
transformateurs pour la fabrication de produits laitiers. 
Le lait vendu aux transformateurs est classé selon le 
Systeme harmonisé de classification du lait qui est 
basé sur son utilisation finale.® Le prix payé par les 
transformateurs varie selon la classe de lait. Le tableau 
suivant illustre l'utilisation par classe du lait produit au 
Canada en 2011-2012. 


Utilisation par class 


Classe Millionsde %detoute 
kg dem.g lam.g. 


** Ce total n'est pas comparable aux données de la page 67 (dans 
Tableaux et données) parce qu'il ne tient pas compte du lait donné 
aux banques alimentaires et vendu aux foires, ni des pertes. 


8 Systéme harmonisé de classification du lait 
(http://www.cde-ccl.gc.ca/CDC/index-fra.php?id=3811) 
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La CCL est encadrée par la Loi sur la Commission canadienne du lait 


la Loi sur la gestion des finances publiques et la Loi sur les relations 


SSS‘ M> SS 


de travail dans la fonction publique. Elle est aussi encadrée par les 


réglementations suivantes : 


(1111 Ht] {}) 
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IUCR PEGUCGRAOUANGRROAEOAORLG LL) NARAURAREAGREY AT EOUD 
ANNI (Zope ee *  Réglement sur la commercialisation des produits laitiers 


UM 


Réglement sur l’exportation du fromage cheddar fort vers la CEE 


La CCL se rapporte au Parlement par l’entremise du ministre 
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d’Agriculture et Agroalimentaire Canada 
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Conseil d’administration 

Le conseil d’administration de la CCL est composé du 
président, du commissaire et du chef de la direction. 
Les membres du conseil d’administration de la CCL 
sont nommes par le gouverneur en conseil et les trois 
postes sont a temps partiel. Le conseil d’administration 


se réunit toutes les quatre a six semaines. 


Les membres du conseil d’'administration comptent de 


nombreuses années d’experience au sein de l'industrie 
laitiére et ensemble, ils offrent une approche équilibrée 


face aux objectifs des intervenants de l'industrie. 


Commissaires 


Président (reconduit le 1" aout 2010 pour un mandat 
de trois ans) 


Randy Williamson 

M. Williamson possede un dipl6me en marketing 
de l'Université de Western Ontario et un diplame en 
ventes et marketing de |'Université de la Colombie- 
Britannique. || a euvré pendant plus de 30 ans dans le 
secteur de la transformation laitiére. Sa carriére, quia 
débuté en 1974 chez Fraser Valley Milk Producers, s'est 
poursuivie en 1986 chez Dairyland Foods puis en 1992 
chez Dairyworld Foods pour se terminer chez Saputo ou 
ila travaillé de 2001 jusqu’a sa retraite en 2006. 


M. Williamson a siégé a de nombreux conseils 
d'administration notamment en tant que directeur 
du Conseil national de l'industrie laitiére (1990-2006), 
directeur du Nova Scotia Dairy Council (1998-2005) et 
président du British Columbia Dairy Council (1994-1996), 


Commissaire (reconduit le 1" aodt 2010 pour un 
mandat de trois ans) 


Gilles Martin 

M. Martin detient un diplame d'études postsecondaires 
en zootechnologie de I'Institut de technologie agricole 
de La Pocatiére. || @uvre dans le secteur de la 
production laitiére depuis 1977 et exploite une ferme 
laitiere a Riviere-Quelle au Québec. 


Depuis plus de 20 ans, M. Martin est un membre 
respecte de l'Union des producteurs agricoles, ou il 


a occupe, entre autres, le poste de president de son 


syndicat regional d 


|'Union des producteurs agricoles de la Cote-du- 
était egalement membre du conseil d'administration 


du Syndicat des prod 
llest presentement p 
Centre de developpe 


un centre de recherch 


‘agricu 


ucteurs 
residen 
ment b 


teurs, la Fédération de 


de lait de la COte-du-Sud. 
t et membre fondateur du 


ioalimentaire du Québec, 


€ agroalimentaire. 


Gilles Martin, commissaire; Randy Williamson, président; Jacques Laforge, chef de la direction 


Gouvernance 


Chef de la direction (nommée le 2 février 2012 pour un 
mandat de trois ans) 

Jacques Laforge 

M. Laforge est bien connu pour son leadership en 
agriculture tant sur la scene nationale que dans sa 
province natale, le Nouveau-Brunswick, ou lui et son 
épouse exploitent une ferme mixte de 1000 acres. Tout 
au long de Sa carriere, il s'est montre devoue envers 
la communaute des agriculteurs. Il a siegé au conseil 
d'administration des Producteurs laitiers du Nouveau- 
Brunswick pendant 10 ans avant d’en assumer la 
présidence de 1995 a 2000. De 1997 a 2000, il a aussi 
présidé I'Institut laitier et fourrager de |’Atlantique, 
une organisation qui fournit aux producteurs laitiers et 


aux fabricants un lieu ol réaliser des essais en élevage. 
Membre du conseil d’administration des Producteurs 
laitiers du Canada a compter des années 1980, ila 
accede au conseil de direction en 1999, puis a occupe le 
role de président de 2004 a 2011. 
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Comités du conseil 

Comite de veérification 

Le Comité s'est réuni chaque trimestre pour revoir les 
états financiers et recevoir les rapports internes de 
verification et d'évaluation des programmes. Il a aussi 


supervise la transition aux normes internationales 
d'information financiére (IFRS). 


Membres 
Commissaire (président) 


Président 


Chef de la direction 


Comité des candidatures 


Le comiteé s'est réuni en avril et juillet 2011 et aussi par 
conférence téléphonique pour discuter du poste de chef 
de la direction, devenu vacant en automne 201), et pour 
recommander des candidats. 


Commission canadienne du lait 


Membres 
Un membre du conseil d’administration (président) 


Directeur principal, Politiques et affaires corporatives 
Directeur général, Producteurs laitiers du Canada 


Président et chef de la direction, Association des 
transformateurs laitiers du Canada 


Representant de l’'Association des consommateurs 
du Canada au Comité canadien de gestion des 
approvisionnements de lait 


Dans le cadre de son administration générale en 2011- 
2012, le conseil d’administration a approuve le plan 
d'entreprise de la CCL qui couvre la période allant de 
2012-2013 a 2016-2017. Le plan d'entreprise expose les 
orientations principales de la société de méme que ses 


préevisions budgétaires et son plan d’emprunt. ll a ete 
approuve par le Conseil du Trésor le 31 mai 2012. 


La CCL amis a jour le profil des risques de l'entreprise. 
I s'agit d’un document interne qui est revu au moins 
une fois par année par la direction de la CCL (la 
derniére révision remonte a mars 2012). Il fait état des 
risques qui, selon les gestionnaires et les directeurs, 
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pourraient nuire ala réalisation du mandat de base 
ou des objectifs de la CCL. Ce profil définit chaque 
risque et décrit les mesures qui ont été mises en place 
pour le gérer, ainsi que les stratégies de gestion du 
risque additionnelles et le groupe responsable de leur 
mise en ceuvre. On tient compte de ce profil dans le 
cadre de l’analyse environnementale de la séance de 
planification stratégique. 


mt 


Le conseil d'administration (CA) a approuve le rappo 
annuel et les états financiers de l'année laitiére 2010- 


Om 


2011 ainsi que le budget de transition pour la période d 


quatre mois allant d’avril a juillet 2012. Il a aussi Suivi un 


processus d'évaluation de son rendement. L'évaluation 
a conclu que le conseil d'administration est efficace. 
Les résultats ont eté transmis au ministre d’Agriculture 


et Agroalimentaire Canada de méme qu’au Secrétariat 
du Conseil du Trésor (SCT). 


Pour suivre les recommandations contenues dans 
le rapport de l’examen spécial 2011 du Bureau du 
vérificateur général, le CA a ajouté des dispositions 
a ses regles qui touchent la gestion des conflits 
d'intéréts des membres du conseil et a aussi etabli des 


procédures pour régler les éventuels conflits d'interéts. 


Le CA a adopteé un nouveau code d’éthique basé sur 
le modele fourni par le SCT en décembre 2011. Ce 
code d’éthique comprend une section sur les conflits 
d'intéréts et |'aprés-mandat. 


En outre, la CCL a pris les mesures suivantes pour veiller 


re 


a l'utilisation de bonnes pratiques de gouvernance. 


Elle a tenu sa cinquiéme assemblée annuelle publique 
a Ottawa en janvier. Cette assemblée est ouverte au 
public, mais en général, quelque 50 représentants de 
l'industrie laitiere y assistent. Elle donne l'occasion 


a la CCL de faire rapport de ses états financiers et 


de ses objectifs stratégiques pendant la derniére 


année laitiére et l'année courante, et de repondre aux 
questions des participants, 


Tel que prévu par le plan de vérification de la CCL, 
les verifications internes effectuées durant l'année 
ont porte sur le Fonds d'investissement partagé, 
qui a atteint sa date de renouvellement, le plan de 
reprise des activités (Suivi) et |’évaluation des risques 
et menaces (suivi). On a aussi procédé a un examen 


par les pairs de la fonction de vérification interne 


fo} 


et on a entrepris une verification du transport et 


de |’entreposage. Les sommaires des rapports de 


Gouvernance 


verification interne ont été approuves par le Comité 
de verification. 


Tel que prévu au cycle quinquennal d'évaluation de 
programmes, le Fonds d'investissement partagé a subi 
une €valuation. Bien que la politique sur |’évaluation du 
Secretariat du Conseil du Trésor ne s'applique pas ala 
CCL, celle-ci s'efforce d’en respecter les principes. Les 
sommaires des rapports d'évaluation des programmes 


ont ete approuves par le Comité de verification. 


Conformeément aux exigences du Conseil des normes 
comptables du Canada (CNC), la CCL a adopte les 
normes internationales d'information financieére 
(IFRS) 4 compter du 1° aodit 2011. Les états financiers 
contenus dans le présent rapport annuel constituent 


les premiers @tats financiers annuels préparés alaide 
de ces nouvelles normes. Ladoption des IFRS n'a pas 
eu de repercussions importantes sur les résultats 
financiers de la CCL. 
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EQUIPE DE LA HAUTE DIRECTION 


Equipe de la haute direction 

L'équipe de la haute direction est responsable des 
operations quotidiennes de la Commission canadienne 
du lait. 


Membres 
Chef de la direction (président) 


Directeur principal, Finances et opérations 
Directeur principal, Politiques et affaires corporatives 


Directeur, Vérification et evaluation 


Directeurs principaux 
Directeur, Vérification et évaluation 


Robert Hansis, CGA, MBA, CFE 

M. Hansis est directeur de la verification a la 
Commission canadienne du lait depuis 1991 et 
responsable de |’évaluation des programmes depuis 
20039. {I veille ala mise a jour des Normes de verification 
de l'utilisation du lait, le manuel national de verification 
utilisé par tous les vérificateurs d'usines. 


M. Hansis détient un B. Sc. en administration des 
affaires de l'Université Northeastern et un MBA de 
l'Université Concordia. || porte le titre de comptable 
géneral accrédite et celui d’'examinateur agree 


en matiere de fraudes. Il a été gestionnaire des 


Commission canadienne du lait 


verifications pour une entreprise internationale de 
produits forestiers et d’'emballage affichant des 
ventes de 2 milliards de dollars par année. II veillait 
alors quotidiennement au fonctionnement de |’équipe 
de verification. 


Directeur principal, Finances et opérations 
Gaétan Paquette 

M. Paquette détient un B. Sc. en sciences laitieres 
de l'Universite de Guelph et une maitrise en science 
alimentaire de l'Universite de la Colombie-Britannique. 
ll a debute sa carriere comme agrologue au ministere 
de I'Agriculture, de l’'Alimentation et des Affaires 
rurales de l'Ontario (MAAARO) pour ensuite étre 
embauche par Agriculture et Agroalimentaire Canada 
(AAC) en recherche et en inspection, puis par la CCL 
en 1987 a titre de directeur adjoint des opérations 
commerciales. 


M. Paquette est directeur principal, Finances et 
operations ala CCL depuis 2002. Il a aidé l'industrie a 
s'adapter a certains changements tels que l'entrée en 
vigueur de l’Entente de |'OMC sur l’agriculture en 1994, 
les nouvelles régles qui régissent |'exportation et le defi 
constant du retrait du surplus structurel. M. Paquette 
est responsable de plusieurs programmes importants 
comme le Programme de permis des classes spéciales 
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de lait, le Programme de marketing du lait, les 
programmes intérieurs de saisonnalité, le Programme 
de retrait du surplus et le Programme d’innovation 
en matiere de produits laitiers. Les finances, 
l'administration et la fonction Tl de la CCL sont aussi 
sous sa responsabilité. Durant les 20 dernieéres 
annees, M, Paquette a eté president et membre de 
divers comites de la Fédération internationale de 
laiterie (FIL). 


Directeur principal, Politiques et affaires 
corporatives 

Gilles Froment 

. Froment est economiste et agrologue et détient 
un B. Sc. (économie) de |’Université de Montréal ainsi 
qu'une maitrise en economie agricole de |’Universite 
McGill. Aprés avoir acquis une certaine expérience 
aupres d’'AAC a Montréal et a titre d’analyste des 
marches pour |'Office canadien de commercialisation 


du dindon a Toronto, M. Froment s'est joint ala 
Commission canadienne du lait en 1997 en tant 


qu'analyste des politiques et des programmes. 


Depuis 2002, il occupe le poste de directeur principal, 
Politiques et affaires corporatives, une section 
qui comprend les politiques et l'économie, les 


communications et la planification stratégique, et les 
ressources humaines. Outre ses fonctions habituelles, 


Gilles Froment, Directeur principal, Politiques et affaires corporatives; Robert Hansis, Directeur, 
Vérification et évaluation; Gaétan Paquette, Directeur principal, Finances et opérations 


il joue aussi le rdle de secrétaire aupres du Comite 
canadien de gestion des approvisionnements de lait 
et de conseiller auprés de |'Organisme de supervision 
du PS et du Comite de coordination de la mise en 
commun du lait de |’Quest. Il preside aussi divers 


comites techniques. Depuis sept ans, M. Froment est 


Gouvernance 


le délegué canadien aupres du Comité permanent sur 
les politiques et l'économie laitieres de la FIL et en 
mars 2012, ila été nomme vice-president de ce comite. 
llest présentement vice-president du comite national 
de FIL-IDF Canada apres avoir agi durant quatre ans a 
titre de président. 
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La Commission canadienne du lait (CCL) surveille la demande et 
ajuste l’approvisionnement en lait, assure un revenu Equitable aux 
producteurs et encourage le développement du marché. Au nom 
de l'industrie, elle administre plusieurs programmes clés touchant 


l‘approvisionnement et la croissance du marché. 


| 
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Approvisionnement en lait 


Présidence du Comité canadien de gestion des 
approvisionnements de lait (CCGAL) 

Le CCOAL est l'organisme national clé pour |’élaboration 
des politiques et les discussions concernant 
la production et la transformation laitiéres. || 
comprend des représentants des producteurs et des 
gouvernements de toutes les provinces ainsi que des 
representants sans droit de vote des organisations 
nationales de consommateurs, de transformateurs et 
de producteurs. En sa qualité de président du CCGAL, 
la CCL offre leadership, conseils et analyses a l'industrie 
laitiere canadienne tout en collaborant etroitement 


avec les intervenants et les gouvernements provinci 


aux 
et nationaux. 


Pendant l’année laitiére 2011-2012, le CCGAL a pris 
plusieurs decisions importantes, En juillet 2011, ila 
approuve le mandat du Comité de négociation du 


P10 qui rassemble des représentants des offices 
provinciaux, des gouvernements provinciaux et des 
transformateurs pour négocier la création d'une mise 


en commun nationale du lait. Ce comité s'est reuni sept 


fois entre septembre 2011 et juillet 2012 et a présente 
ses recommandations au CCGAL en juillet 2012. Une 
autre reunion est prévue pour le S septembre 2012 pour 
traiter des questions en suspens. A moins de progres 
importants lors de cette réunion, on prévoit que le 
comité suspendra ses négociations. 


En octobre 201), le CCGAL a accepté de prolonger de 
deux ans le Programme d'innovation en matiere de 


produits laitiers (PIMPL) et par la méme occasion, il en 
a modifié certaines modalités. Le lait rendu disponible 
en vertu du PIMPL est passé de 2 a 3 % du quota de 
mise en marché (QMM)?. 


En avril 2012, le CCGAL a convenu d’annuler 
Programme d'aide pour le lait concentré a partir d 


faible utilisation de ce programme par l'industrie. L 


e 
u 
1 aout 2012. Cette décision a été motivee par la 
e 
comite a aussi permis a des groupes de provinces de 

S 


choisir d’étre traites comme une seule entite aux fin 


de la gestion en continu du quota. Chaque province 
disposera ainsi de plus de souplesse pour respecter 
son quota. 


Lors de la reunion de juillet 2012, le CCGAL a adopte les 


ecommandations suivantes soumises par le Comité 
de négociation du P10. Il a approuve un nouveau 
programme qui permettra de rediriger le lait creme 


iquide de la production de poudre de lait ecreme vers 


a production de yogourt et d'autres produits. En plus 
d’ameliorer l'approvisionnement de ces deux marches 


en croissance, le programme améliorera les revenus 
des producteurs puisque le yogourt fait partie d'une 
classe plus lucrative que la poudre de lait écréme. Le 
comité a aussi approuve une allocation de croissance 
M et qui 
servira a approvisionner les marches en croissance. 


permanente qui €quivaut a1 % du Q 


Enfin, il a adopte certaines modifications au systeme 
harmonise de classification du lait qui facilitent le suivi 


Cible nationale de production pour le lait de transformation au 
Canada, exprimée en kg de matiere grasse, Le QMM tient aussi 
compte du fait qu'une partie de la matiere grasse issue du marche 
du lait de consommation (I’écremage) sera utilisée sur le marche du 
lait de transformation. 


Activites et programmes 


de l'utilisation du lait dans certains produits tels que le 
yogourt et les fromages fins. 


Le comite a de plus encourage |'utilisation de poudre de 
lait ecreme par les transformateurs secondaires en la 


rendant admissible a la classe spéciale 5(b) a compter 
du 1° aodt 2012. 


Etablissement et ajustement des quotas 


La CCL effectue un contrdle mensuel des besoins 
canadiens" (la demande) et de la production de lait 


a 


de transformation (l’offre). Ainsi, elle peut ajuster 
le QMM tous les deux mois afin de tenir compte des 
changements anticipes de la demande inteérieure en 


produits laitiers et des exportations prevues, Le OMM 


est fixe de sorte a minimiser la possibilité de pénuries 
ou de surplus sur le marché intérieur. Tout surplus est 
gere en ajustant le QMM, en entreposant les surplus 


aux frais des producteurs ou, exceptionnellement, 


en l’'exportant conformément aux engagements 


commerciaux du Canada. 


Au cours de l'année laitiere 2011-2012, les besoins 
canadiens ont atteint 187,86 millions de kg de matiere 
grasse, en baisse de 0,86 % par rapport a l’annee 


antérieure. Une réduction de la demande intérieure en 


beurre a plus qu’annule la croissance d'autres marches 


Pendant la méme période, la production de lait de 
transformation est passée de 186,87 millions de kg 
de matiére grasse a 196,18 millions de kg de matiere 


'0 La quantité de matiére erasse requise pour répondre aux besoins 


intérieurs et pour les exportations prévues de produits laitiers 
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grasse. Dans les provinces de |'Est, la production a ete 
forte et a affiché une croissance constante d’environ 
2 % au cours de l'année. Dans les provinces de |’Quest, 
la production, qui avait debute l'année a un niveau 
moins élevé, a connu une croissance fulgurante toute 
l'année. On s'attend ace que les inventaires de beurre, 
qui sont actuellement eleves grace ala croissance de 
la production des deux mises en commun, demeurent 
au-dessus de la normale durant de nombreux mois. 


Programmes intérieurs de saisonnalite 


Les programmes intérieurs de saisonnalité aident 
l'industrie a composer avec les fluctuations 
saisonnieres de la demande de produits laitiers. 
Uindustrie a chargé la Commission canadienne du 
lait d'administrer ces programmes en collaboration 
avec le secteur privé. En général, la CCL achéete et 
entrepose les produits laitiers quand la consommation 
diminue, puis les revend aux transformateurs quand 
la consommation augmente. Avec |’exception du 
beurre et de |’huile de beurre importés, ces produits se 
transigent aux prix de soutien. 


Importations 


Aux termes de l'accord sur l’agriculture de l'OQMC de 
1994, le Canada a établi des contingents tarifaires 
pour un certain nombre de produits laitiers. Ces 
contingents déterminent les quantités de produits 
entierement ou partiellement exempts de tarifs 
douaniers al'importation. Avec l’appui de l'industrie et 
depuis 1995, la CCL recoit le beurre importé en vertu de 
licences fédérales et l'achemine au secteur alimentaire 
par |’intermédiaire des fabricants de beurre. Cette 
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Sommaire des transactions des programmes intérieurs de saisonnalite 


Stocks d’ouverture Achats Ventes Stocks de cléture 
appl OUUNGS any vet 
Beurre 9 754 28 863 21801 16 816 
Poudre de lait écrémeé 1671 2 038 DeVyeD 1387 


Ces données comprennent le beurre et |’huile de beurre importes 


année, le contingent tarifaire de beurre est demeuré a 
3 274 tonnes. Environ les deux tiers de ce contingent 
(2 000 tonnes) ont été attribués ala Nouvelle-Zélande. 


Programme de retrait des surplus 


La CCL administre le Programme de retrait des surplus 
au nom de l'industrie. Le CCGAL guide la CCL en ce 
qui a trait ala gestion de ce programme. Il est congu 
pour retirer le lait excedentaire du marché intérieur 
dans les régions appropriées et en temps opportun. 
Dans le cadre de ce programme, la CCL achéte les 
surplus de beurre et de solides du lait écrémé. Si, 
exceptionnellement, il y a un surplus de matiére grasse, 
la CCL peut le vendre sur les marches d'exportation. La 


Produit 


Achats de poudre de lait écrémeé de la CCL 
Achats de poudre de lait ecreme de la CCL 


Ventes de poudre de lait ecreémé des transformateurs 


Autre poudre de lait ecreme et concentre protéique de lait 


Melanges laitiers 


Concentre proteique de lait 


Autres produits 


CCL achete aussi le surplus de solides de lait écreme et 
le vend sur les marchés d'exportation ou les marchés 
intérieurs speciaux tels que le marche des aliments 
pour animaux. Toutes ces exportations doivent 
respecter les engagements commerciaux du Canada. 
Ces marches procurent aux producteurs des revenus 
inférieurs aux revenus associes aux classes desservant 
le marche intérieur. Les revenus de ces marches sont 
partageés par l'ensemble des producteurs canadiens en 
vertu de |’Entente globale sur la mise en commun des 
revenus du lait. 


En 2011-2012, |'@quivalent de 79,4 tonnes de poudre 
de lait ecremeé a ete retiré du marche. Ce surplus se 
repartit comme sult : 


Marche Tonnes 
Sbetedsbacbas : Sei eran alae 
Aliments pour animaux 34,2 
Aliments pour animaux ils} )5 
Utilisation au pays 5,0 
Exportations 8.7 
Exportations 6,3 
Exportations 27, 


TOTAL | 79,4 
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Revenus des producteurs 


Etablissement des prix 


Chaque année, la CCL passe en revue et établit les prix 
de soutien du beurre et de la poudre de lait écrémeé. Ces 
prix sont utilises parla CCL lors de l'achat et de la vente 
de ces produits laitiers. Les prix de soutien servent 
aussi de référence aux offices provinciaux de mise en 


marche du lait lorsqu'ils établissent les prix que les 


+ 


transformateurs paient pour le lait de transformation. 


Deux elements de la mission de la CCL sont pris en 
compte lors de |’établissement des prix de soutien : 
permettre aux producteurs efficaces de lait et de creme 


d’obtenir une juste retribution pour leur travail et leurs 
investissements, et assurer aux consommateurs un 


approvisionnement continu et suffisant de produits 
laitiers de qualité. Chaque année, avant d’établir les 
prix de soutien, la CCL consulte les intervenants de 


l'industrie laitiere et €tudie avec soin leurs points de 
vue. Les commissaires examinent aussi les résultats de 
l'étude annuelle du codt de production d'un hectolitre 
de lait au Canada qui est réalisée chaque année par la 
CCL et ses partenaires. 


En raison de la hausse du colt des intrants a la ferme 
en 2010, les prix de soutien du beurre et de la poudre 
de lait écremé ont augmente le 1° février 2012. Le prix 
de soutien du beurre est passé de 71922 S$ a7,2810 S 
le kg et celui de la poudre de lait écrémé de 6,2721S a 
6,3673 S le ke. Cette augmentation a été annoncee le 
2 décembre 2011. 


Les provinces établissent le prix que paient les 
transformateurs pour le lait de consommation. De 
février 2010 au 1° aodt 2011, toutes les provinces ont 
utilisé la méme formule pour établir le prix du lait de 
consommation, Cette formule a été modifiée en 2011- 
2012 et est en vigueur pour deux ans. Elle a causé une 
baisse du prix du lait de consommation de 0,7 % au 


1 fevrier 2012 comparativement au 1° aovt 2012. 


Mise en commun des marchés et des revenus 
des producteurs 


Pour les producteurs laitiers, les ententes de mise 
en commun constituent un bon moyen d'atténuer 
es risques financiers associés a |’évolution du 
marche intérieur. En tant que facilitateur national, la 
Commission canadienne du lait administre au nom 
de l'industrie laitiére les trois ententes fedérales- 


provinciales qui encadrent le partage des revenus et 
des marches parmi les producteurs laitiers canadiens. 


Entente globale sur la mise en commun des revenus 

du lait 

En vertu du Programme de permis des classes spéciales 
de lait établi en 1995, le lait de transformation destiné 
ala fabrication de produits laitiers et de produits 
contenant des ingredients laitiers est vendu a des prix 
concurrentiels. Grace a l’Entente globale sur la mise en 
commun des revenus du lait, les producteurs laitiers 
des dix provinces partagent les recettes du lait vendu 
aux transformateurs dans le cadre du Programme de 
permis des classes speciales. 


Activites et programmes 


Accord sur la mise en commun du lait dans |'Est 

du Canada 

Cette entente permet la mise en commun parmi les 
producteurs de |’Ontario, du Québec, du Nouveau- 
Brunswick, de la Nouvelle-Ecosse et de |'lle-du-Prince- 
Edouard (le PS) des revenus provenant de toutes les 
ventes de lait (de consommation et de transformation), 


des marchés et des frais d’écrémage”. La CCL préside 


l'Organisme de supervision de l'entente, administre 
l'entente de mise en commun, effectue les calculs de 


mise en commun et fournit un soutien technique et un 
service de secretariat ala mise en commun. 


La CCL appuie aussi les initiatives d’harmonisation 


des offices de mise en marché du PS. Des groupes 


de travail ont pour tache d’examiner I’harmonisation 
plus poussée des normes de verification de |’utilisation 
du lait et des regles relies ala qualité du lait, alors 


que |’equipe du transport du PS a pour mandat de 


promouvoir une meilleure integration des activites 
de transport parmi les provinces du PS. Au printemps 
2012, les offices de mise en marche du P5 ont 
embauche une coordonnatrice de I'harmonisation du 
PS pour appuyer les efforts des groupes de travail. Ils 
comptent aussi embaucher un consultant qui devra 
leur proposer des options visant a creer une meilleure 
structure de gouvernance de la mise en commun. 
Enfin, les provinces du P5 ont choisi d'étre traitees 
comme une seule entité aux fins de la gestion en 


continu du quota. 


"Excés de matiére grasse provenant du marché du lait de 


consommation 


Al 


Entente sur la mise en commun du lait de | Quest 

En 1997, les quatre provinces de |'Ouest (le Manitoba, 
la Saskatchewan, |'Alberta et la Colombie-Britannique) 
ont mis en ceuvre un systeme de mise en commun 
qui prévoit le partage des marches et des revenus de 
toutes les classes de lait. La CCL préside le Comite de 
coordination de la Mise en commun du lait de l'Ouest 
(MCLO), administre l’entente de mise en commun, 
effectue les calculs de mise en commun et procure un 
appui technique et un service de secretariat ala mise 
en commun. 


La tendance a l’harmonisation des politiques et a 
l'integration des activites provinciales, amorcée voila 
trois ans, persiste. Les dossiers prioritaires sont le 
transport du lait, sa reception a l'usine et l’attribution du 
lait aux usines. La mise en commun tient actuellement 
des consultations aupres des partenaires provinciaux 
sur un projet de politique de réception du lait. 


De plus, la MCLO constitue maintenant une seule 
entité aux fins de la gestion en continu du quota et 
elle a élabore et approuvé, au printemps 2012, des 
mecanismes volontaires qui entrent en jeu sila MCLO 
ne respecte pas ses limites de production. La MCLO et 
le PS se sont engages a réeduire |’écart des prix du lait 
a la ferme entre les deux mises en commun sur une 
période de trois ans. Le premier ajustement de prix 
lié a cet objectif a été appliqué aux prix de février 2012. 


La MCLO poursuit ses efforts en vue de promouvoir 
l'innovation et le développement de créneaux de 
marche sur son territoire en s’'appuyant sur son 
champion de l'innovation et ses études des créneaux 
de marche. 
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Mises en commun en 2011-2012 : quelques chiffres 


Production de lait de 
consommation 
(millions de kg de m.g.) 


MCLO 


Production de lait de 


Prix pondére au 


transformation producteur” 
(millions de kg de m.g.) (S/hl) 
157,18 TSA 
38,60 TIES) 


* Les prix sont calculés sur la base de 3,6 ke de matiére grasse par hl, en utilisant les plus recentes normes de composition du lait 


Vérifications externes 


Les verifications externes visent surtout les entreprises 
qui participent au Programme de permis des classes 
speciales de lait en s’appuyant sur l’évaluation des 
risques pour identifier les entreprises a risque eleve 
parmi les participants au programme. Au courant 
de l'année laitiére 2011-2012, 63 entreprises ont fait 
l'objet d'une verification contre 65 entreprises l'année 
anteérieure. Les sommes réeclamées a |'issue des 
verifications ont totalisé 1363 700 S. Les vérificateurs 
ont pu réaliser un plus grand nombre de verifications 
ces dernieres années (une soixantaine contre 41 ily a 
deux ans), car dans les cas d’entreprises présentant un 
faible risque, les verifications ont eu lieu sans que les 
vérificateurs se déplacent. 


Si les entreprises participent aussi au Programme 
d'importation aux fins de réexportation, un programme 
administré par Affaires étrangeres et Commerce 
international Canada, la CCL effectue les vérifications 
associees ace programme. En 2011-2012, la CCL a mené 
des verifications aupreés de 9 entreprises participant au 
Programme d'importation aux fins de réexportation. 


Commission canadienne du lait 


La CCL continue de collaborer avec les vérificateurs 
provinciaux pour verifier les transactions liées au 
Programme de permis des classes spéciales. Elle 
offre aussi des conseils sur les pratiques entourant 
la verification de l'utilisation du lait en usine et a 
l'interprétation des Normes de verification de |'utilisation 
du lait en vue d'harmoniser les pratiques de verification 
a l’echelle nationale. Les Normes de verification de 
l'utilisation du lait ont été revues recemment pour 
mieux encadrer l'echange de renseignements entre 
les vérificateurs provinciaux et établir des exigences en 
matiere de rapports, y compris des echéanciers, dans le 
but d’atteindre une reddition de comptes adequate dans 
le cas des transactions de la classe 4(a)1. Les révisions 
resultent d'une vaste consultation des intervenants 
de l'industrie. 


Un comiteé technique compose de représentants du PS 
a examine les pratiques de verification des provinces et 
a suggere certaines activités pouvant faire l'objet d'une 
harmonisation plus poussée. La CCL encourage les 
provinces maritimes a adopter le logiciel de declaration de 
l'utilisation du lait dont se servent l'Ontario et le Quebec. 
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La CCL a aussi effectué des verifications de l'utilisation 
du lait en usine au Manitoba, a Terre-Neuve-et- 
Labrador, en Nouvelle-Ecosse, a I'lle-du-Prince- 
Edouard, au Nouveau-Brunswick et en Saskatchewan 
en recouvrant ses frais. Les contrats avec la Nouvelle- 
Ecosse, |'l.-P.-E. et la Saskatchewan arriveront a 
écheéance avec la fin des travaux sur l'année laitiére 
se terminant le 31 juillet 2012 et ils devront étre 
renegocies. 


Developpement des marchés 


Programme de marketing du lait 


Le Fonds d'investissement partageé (FIP) est entré 
en vigueur le 1" aodt 2009. Durant trois ans, un 
financement de 2 millions de dollars est offert chaque 
année en contrepartie d'une contribution égale de 
la part d'entreprises qui développent de nouveaux 
produits en utilisant des composants du lait. Depuis 
Sa création, le FIP a recu 89 demandes. Durant l'année 
laitiere 2011-2012, la CCL a regu 31 demandes et au 
31 juillet 2012, cing d'entre elles avaient ete accepteées., 
Le financement s’élevait a environ 213 O00 S. Les 
projets approuves comprennent des services de 
consultation, la formulation de recettes et le transfert 
technologique. Ces projets utilisent surtout le 
fromage, la creme, la poudre de lait écrémé, le lait de 
consommation et le fromage ala creme. 


En 2011-2012, la CCL a organisé deux ateliers de 
fabrication de fromages artisanaux tres courus; l'un a 
Edmonton, Alberta et l'autre a Charlottetown, lle-du- 
Prince-Edouard. Ces ateliers de deux jours couvraient 


l'art et la science de la fabrication du fromage et 
comprenaient ala fois des sessions en classe et des 
visites a l'usine pour une formation pratique. Ces 
formations, élaborées par des experts, s'adressent 
specifiquement aux besoins uniques et stimulants 
des petites et moyennes entreprises qui fabriquent 
des fromages artisanaux. 


La championne de l'innovation de la CCL a aussi 
participé ala soiree annuelle de I'Institut canadien de 
science et technologies alimentaires tenue a Montréal 
et a Toronto, ainsi qu'au salon professionnel Bakery 
Showcase Trade Show a Toronto. La championne et 


d'autres membres de l’équipe du marketing ont visite 


29 entreprises de transformation laitiére et alimentaire 


au Canada pour leur offrir des conseils et examiner les 


occasions de croissance du marché des produits laitiers. 


La CCL a poursuivi son travail de recherche de 


fournisseurs et d’examen de la reglementation pour 
aider deux grandes entreprises de transformation 
qui etablissent des usines au Canada. Lune acheéve 
la construction de son usine qui utilisera une grande 
quantite d'ingredients laitiers canadiens dans la 


fabrication de formule pour nourrissons. 


Programme d’innovation en matiere de 
produits laitiers 

Le Programme d'innovation en matiere de produits 
laitiers (PIMPL) encourage la fabrication de produits 
nouveaux et innovants pour le marché intérieur. II 
permet d’ajouter des volumes spécifiques de lait aux 
quotas provinciaux afin de fournir aux entreprises 


| Activites et programmes 


qui sont admises au programme le lait dont elles 
ont besoin pour fabriquer des produits innovants. En 
octobre 201, le CCGAL a convenu de prolonger le PIMPL 
jusqu’au 31 juillet 2013 et de modifier les modalités du 
programme. Le 1° aout 201), le lait disponible en vertu 
du programme est passé de 2 a 3 % du QMM. 


Durant l'année laitiere 2011-2012, des entreprises du 
Québec, de l'Ontario, de |'Alberta, de la Colombie- 
Britannique et de I'lle-du-Prince-Edouard ont utilisé 
107,0 millions de litres de lait dans le cadre du PIMPL 
contre 73,4 millions de litres en 2010-2011. Il s'agit du 
plus important volume de lait utilisé depuis la créati 


on 


du programme il y a 20 ans, dépassant |’ancienne limite 


de 2 % du QMM. On prévoit que l'utilisation de lait dans 


ce programme augmentera encore en 2012-2013. 


Cette année, le comite de sélection s'est réuni en 
janvier et en juin 2012. Il arecu 66 demandes, la plupart 
visent la fabrication de nouveaux fromages fins. Parmi 
es 66 demandes, 39 répondaient aux criteres du 
programme et ont ete acceptees et 24 ont ete rejetees. 


Le comite a demande des renseignements additionnels 
avant de trancher sur les trois autres. 


Programme de permis des classes spéciales 

de lait 

Le Programme de permis des classes speéciales de lait 
a été mis en ceuvre en 1995 dans le but de permettre 
aux transformateurs secondaires de demeurer 
concurrentiels. Grace au systeme des classes speciales, 
les composants du lait destinés a la fabrication des 
ingredients laitiers qui entrent dans la composition 


i) 
© 


Volume de lait vendu (millions de kg de m.g.) et revenu moyen des producteurs ($/hl)* 


Classe 2007-2008 2008-2009 2009-2010 2010-2011 2011-2012 
“patie ak phi Rane a ea emere alone : eC Bat ee: a oo cneneneae® soi 
(fromage) Prix AS 7S 36,195 29,76 S 35,205 40,73$ 
5(b) Volume Wh 10,70 Sit 12,96 13/59 
(autres ingrédients) — Prix 42,02S 31,675 28,925 38,875 39,265 
S(c) Volume 5,66 4,63 4 64 4 81 4,95 
(confiserie) Prix 40,985 29,325 29,735 3758S 33,745 


Volume 


Prix 


22,87 
33,24$ 


* Les prix sont calculés sur la base de 3,6 kg de matiére grasse par hl, en utilisant les plus recentes normes de composition du lait 


de produits surtransformés sont offerts a des prix 
concurrentiels. Les transformateurs secondaires 
peuvent avoir acces a ces ingredients laitiers en 
obtenant un permis des classes spéciales aupres de la 
Commission canadienne du lait. 


Les transformateurs secondaires ont utilisé l'@quivalent 
de 26 millions de ke de matiére erasse pendant l'année 
laitiere 2011-2012, soit 1,5 % de plus que l'année 
anteérieure. Les revenus moyens des producteurs issus 
de ces trois classes ont totalisé 38,24 S/hl contre 
36,74 S/hl pour |’année laitiére antérieure. Au total, 
1886 permis ont été délivrés dans les classes 5(a), 
(b) et (c) pendant l'année laitiére, en majorité des 
permis de la classe 5(b). Au 31 juillet 2012, 1498 
transformateurs secondaires étaient inscrits au 
programme. 
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A cause de la force du dollar canadien en 2011-2012, 
les transformateurs alimentaires du pays ont fait 
face a une concurrence accrue de la part des aliments 
prepares importes. utilisation des ingredients laitiers 
canadiens en transformation alimentaire a tout de 
méme progresse, surtout dans le cas de la poudre de 
lait entier et ecréme, le lait liquide et le yogourt. Le 
Programme de permis des classes spéciales de lait a 
aussi connu une croissance dans l'utilisation du beurre. 


Programme de bourses 


La CCL appuie la création de nouveaux produits, 
adoption de nouvelles technologies et le 
développement des marchés au sein de |’industrie 
laitiere par le biais de son Programme de bourses. Lance 
a |'automne 2006, il encourage les études de deuxieme 
et troisieme cycles dans les domaines de l'économie et 
des politiques agricoles, et des sciences alimentaires, 
laitieres et animales. I! fournit 20 000 S par année 
jusqu’a concurrence de deux ans aux étudiants qui 
font une maitrise a temps complet, et 30 O00 S par 
année jusqu’a concurrence de trois ans aux etudiants 
qui font un doctorat a temps plein. De 2006 a 2011, le 
Programme de bourses a permis de financer 57 projets 
de maitrise et 20 doctorats”. Le programme a été 
renouvelé pour une durée de cing ans a compter du 
1 aodt 2011. Trois millions de dollars seront distribues 
aux établissements canadiens suivants : 


College agricole de la 


Nouvelle-Ecosse zoe das 
Université Laval 400 0005 
Novalait 600 0005S 
Université de Guelph 1000 0005 
Université du Manitoba 200 0005 
Université de la Saskatchewan 200 000 S 
Universite de l’Alberta 200 0005 
Universite de la 200 000¢ 


Colombie-Britannique 


Total 3000 000$ 


"Pour plus d'information sur ces travaux de recherche : http://www. 


cde-ccl.gc.ca/CDC/index-fra.php?link=239 
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Exportations 


Au cours de l'année laitiére 2011-2012, la majorité des 
exportations de produits laitiers canadiens provenait 
d'entreprises du secteur privé détenant un permis de 
la CCL. Le rdle principal de la CCL consistait a écouler 
le Surplus structurel de solides non gras, surtout 
sous forme de poudre de lait écremé ou de mélanges 
contenant des solides du lait ecremé. Pendant la méme 
année, le Canada a exporte 9 300 tonnes de poudre de 
lait ecremeé. 


En ce qui touche les exportations de fromage, la 


responsabilité principale de la CCL consiste a délivrer 
aux exportateurs canadiens des certificats leur 


ouvrant accés au marché du cheddar fort de |’Union 
européenne. En 1980, le Canada a negocié un quota 
d’accés special avec I'Union européenne qui s'eléve a 
4 000 tonnes. Pour une quatriéme année consecutive, 
le Canada n'a pas pu se preévaloir de la totalite de ce 
quota. Cette perte a été partiellement compenseée 
en utilisant les permis d’exportation pour d'autres 
marchés. Au total, le Canada a exporte 4 896 tonnes 
de fromage tout en respectant ses engagements 
envers |'OMC. 


Limites d’exportation et exportations 


Limite 
d’exportation Exportations 
Catégorie (MS) (MS) 
Beurre WeOZS he 
Fromage 16,228 14,384 
Poudre de 
; Le 31,149 31,149 

ait.ecreme 
Autres 22505 22,473 
Produits 
. 20,276 20,276 
ncorpores 

* || n'y a pas eu de surplus de beurre a exporter en 2011-2012 


Soutien a l'industrie 

La CCL appuie plusieurs initiatives qui profitent a 
l'ensemble de l'industrie laitiere. Le programme 
Lait canadien de qualité (LCQ), qui est administré 
par les Producteurs laitiers du Canada, est l'une 
d'elles. Ce programme d’assurance qualité est basé 
sur le systeme HACCP. En 2011-2012, la CCL a verse 
300 S a chaque ferme laitiére qui a été validée et un 
total de 638 400 $ dans le cadre de ce programme. 
En réduisant ainsi le codt du programme, la CCL a 


encouragé les producteurs a y adheérer. La participation 
de la CCL au programme LCQ passera a 200 S par ferme 
en 2012-2013, puis 2100 S par ferme en 2013-2014, et 
prendra fin le 31 juillet 2014. 


Activites et programmes 


En 2011-2012, la CCL a continue a financer la grappe 
de recherche laitiére en partenariat avec Agriculture 
et Agroalimentaire Canada, le Conseil de recherche en 
sciences naturelles et genie et les PLC. Cette initiative 
appuie 48 projets de recherche sur le role des produits 
ou composants cles du lait en santé cardiovasculaire, 
leurs effets sur le poids santé et la composition 
corporelle et leur role dans la composition et le 
maintien d'une alimentation optimale, ainsi que des 
études sur l'empreinte environnementale du secteur 
laitier au Canada. Des progres importants ont ete 


accomplis durant la derniére année qui constituait la 


deuxiéme annee de la plupart des projets, qui s‘étalent 
sur trois ans. 
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Réalisations de 2011-2012 


A) SECTEUR D’ACTIVITE : REVENU DES PRODUCTEURS 


But 1. Permettre aux producteurs de lait et de creme dont l’entreprise est efficace d’obtenir une juste rétribution pour leur travail 


et leur investissement. 


Etablissernent des prix du lait de transformation et du lait de consommation 


La CCL joue deux réles lies al’etablissement des prix 
du lait a la ferme. Le plus important est d’éetablir les 
prix de soutien du beurre et de la poudre de lait ecreémeé 
(PLE). La CCL réalise une étude annuelle pour établir 


le cout de production d'un hectolitre de lait. Ce cout 
est l'un des principaux facteurs dans |'établissement 
des prix de soutien. La CCL calcule aussi la formule 
d'etablissement des prix du lait de consommation. 


Uancienne formule, adopteée par tous les acteurs de 
l'industrie laitiere d'un océan a l'autre, est arrivée a 
terme en aout 2011. 


Résultats attendus Indicateur de rendement Réalisations % de réalisation 
Les producteurs laitiers * En 2011-2012, les revenus des ventes de lait ¢ En 2011-2012, les revenus des ventes de 100 


efficaces obtiennent des 


revenus adéquats. lait produit au Canada 


Activités spécifiques pour 2011-2012 


Continuer a perfectionner la méthode de calcul du cout de 
production en actualisant les taux attribues au temps de 
gestion des producteurs. 


Faciliter les discussions avec tous les intervenants de l'industrie 
pour convenir de la méthode d’établissement des prix de lait de 
consommation qui sera utilisée apres aout 2011. 


Rendement et objectifs 


couvrent le codt d'un pourcentage raisonnable du 


lait ont couvert le codt d'un pourcentage 
raisonnable du lait produit au Canada. 


Réalisations % de réalisation 


La CCL n’a pas modifié les taux attribués au temps de gestion dans 30 
sa décision d'établissement des prix de soutien du 1° février 2012. 
Les analyses se poursuivent 


Un comiteé de l'industrie facilité par la CCL est parvenu a une nouvelle 100 
formule d’établissement des prix pour le lait de consommation en 

octobre 2011. Cette formule est en place pour deux ans a compter du 

1" fevrier 2012. 


Développement des marches 


La CCL administre plusieurs programmes qui visent a 
développer le marche des produits et des ingredients 
laitiers. Certains de ces programmes encouragent 
l'innovation et l'éducation alors que d'autres ont trait 
aux politiques publiques. Le Programme d’innovation 
en matiére de produits laitiers (voir p. 23) encourage 
les transformateurs laitiers a développer de nouveaux 


produits laitiers en leur donnant acces a davantage de 
lait. Le Programme de marketing du lait (voir p. 23) 
offre de l’expertise et facilite l'acces aux programmes 
et aux services qui favorisent la fabrication et 
l'utilisation d'ingrédients laitiers. Le Programme de 
bourses de la CCL (voir p. 24) encourage les étudiants 
des cycles supérieurs a choisir des sujets de recherche 


se rapportant a l'industrie laitiere. La CCL administre 
aussi le Programme de permis des classes spéciales 
de lait (PPCSL) (voir p. 23). Ce programme permet 
aux manufacturiers alimentaires d’avoir acces a des 
ingredients laitiers a prix concurrentiels grace a des 
permis emis parla CCL. Prés du tiers des employes de 
la CCL se consacre al’administration de ce programme. 


Résultats attendus Indicateur de rendement Réalisations % de réalisation 
La demande canadienne * 5S nouveaux projets sont approuves dans lecadre * 5 mouveaux projets sont approuves dans le 100 

en produits et composants du Fonds d’investissement partagé (FIP) cadre du FIP. 

laitiers Se maintient ou * Une nouvelle mouture du Programme * Les nouvelles lignes directrices du PIMPL sont 100 
augmente. d'innovation en matiére de produits laitiers en place depuis le 1*aodt 2011. 


(PIMPL) est opérationnelle. 


Activités spécifiques pour 2011-2012 Réalisations 


Examiner le FIP pour determiner s'il devrait 6tre renouvelé apres 2012 et, 


le cas @cheéant, sous quelle forme. 


Renouveler le Programme de bourses pour cing ans, soit d’aodt 2011 a 
juillet 2016. Des établissements canadiens recevront 3 MS pour financer 


a compter du 1° aodt 2012. 


période de cing ans. 


des études supérieures se rapportant a l'industrie laitiére et seront 
encourages a continuer de verser une contribution equivalente a celle 


dela CCL. 


Pour mieux administrer le PPCSL (y compris au chapitre des vérifications 
et des Tl), réaliser une analyse des processus d'affaires associés au 


programme. 


% de réalisation 


Le conseil d'administration a renouvelé le FIP pour deux ans 100 


Le Programme de bourses de la CCL a été renouvelé pour une 100 


La CCL aconfié l’analyse des processus d'affaires a une 100 
entreprise privée. Celle-ci a présente un rapport au conseil 


d’'administration qui a initié la mise a niveau du systeme 


utilisé pour administrer le PPCSL. 
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Administration des mises en commun 


La CCL administre trois ententes fédérales provinciales 
qui encadrent le partage des revenus et des marches 


entre les producteurs de lait canadiens (voir p. 21-22). 
En tant qu'administrateur des mises en commun, la 


Résultats attendus Indicateur de rendement 


Les marches et les revenus 
sont partagés entre les 
partenaires des mises en 
commun conformeément 
aux ententes fédérales- 
provinciales. 


Le calcul de la mise en commun est effectué 
dans les 3 jours ouvrables qui suivent la reception 


de toutes les données provinciales. 


Les fonds sont transférés dans les 5 jours 
ouvrables suivant la réalisation du calcul. 
Les offices provinciaux de mise en marché ne 


Réalisations 


¢ Les calculs de mise en commun ont été 


effectués dans les 3 jours ouvrables suivant la 


reception de toutes les données provinciales. 
* Les fonds ont été transférés dans les 5 jours 
ouvrables suivant la réalisation des calculs. 
* Aucune demande n'a eté recue. 


réclament aucune révision des transferts de mise 


en commun. 


Activités spécifiques pour 2011-2012 Réalisations 


Faciliter les négociations entre les intervenants de l'industrie dans le but 


d’établir une nouvelle entente fédérale-provinciale qui permettrait de mettre 


en commun tout le lait, de la Colombie-Britannique a Terre-Neuve-et- 


Labrador. 


Rendement et objectifs 


expertise techn 


revenus, ainsi q 


en septembre 2 
‘attribution du 
été adresseées a 


Depuis septembre 201 
iquea 
CN P10). Ce comité a 
ont surtout porte sur 


ue Sur 


lest attendu que le C 


, la CCL coordonn 


+ 


tenu sept reunion 


‘attribution du la 
N P10 aura termin 


012.P 
ait et 


e et fournit une 


u Comité de négociation du P10 


5. Les discussions 


e partage du marche et des 


it aux usines. 
e ses travaux 


usieurs recommandations sur 


a croissance des marchés ont 
uU CCGAL en juillet 2012, et adoptees. 


% de realisation 


100 


100 


100 


% de realisation 


50 


CCL preside les organismes décisionnels et leur fournit 
des conseils techniques et des services de secrétariat. 


Verifications externes 


La CCL mene des verifications aupres de certains programme administré par le ministére des Affaires elle-méme ces verifications en recouvrant ses coats 
bénéficiaires du Programme de permis des classes étrangeéres et du Commerce international. De plus, la aupres des provinces. La CCL assure aussi l’exactitude 
spéciales de lait (voir p. 23) et d’entreprises inscrites CCL surveille les vérifications de l'utilisation du lait dans des données sur les revenus mis en commun pour 
au Programme d'importation pour réexportation, un toutes les provinces et, dans six provinces, elle effectue toutes les provinces. 


Résultats attendus Indicateur de rendement Réalisations % de realisation 


Le prix payé pour les * 40 verifications des participants au Programme * 62 vérifications des participants au 100 (sur le terrain) 
composants du lait de permis des classes spéciales de lait Programme de permis des classes spéciales de 

correspond a leur utilisation lait ont été faites 

finale et les produits * 6 verifications des participants au PIR * 9 verifications du Programme d'importation 100 
importeés en vertu du pour la re-exportation 

Programme d'importation ¢ Verifications de l'utilisation dulaitenusine dans  ¢ 21vérifications de l'utilisation du lait en usine 100 

aux fins de réexportation 6 provinces dans 6 provinces ont ete réalisees. 

(PIR) sont réexportés. * Contrdle des vérifications de I’utilisation du lait * Les rapports de 4 provinces ont ete completes. 100 


en usine et présentation de rapports deux fois 
l'an dans les quatre autres provinces 
* Une vérification des données de mise en ¢ Les rapports sur les données de 9 provinces 90 
commun a été réalisée dans les 10 provinces et ont été completes. 
les données ont ete déclarées avec exactitude. 


Activités spécifiques pour 2011-2012 Réalisations % de réalisation 


Tenter d'harmoniser davantage les pratiques de verification des La CCL a rencontré le Quebec et l'Ontario dans le but 20 
provinces et d’encourager |’emploi de logiciels pour automatiser d'harmoniser les pratiques de verification dans la mise en 
les declarations sur l'utilisation du lait de toutes les provinces. commun de l'Est. Les participants ont convenu d'élargir aux 


provinces Maritimes l'utilisation du logiciel de declaration 
en usage en Ontario et au Québec. Des discussions avec 

les provinces Maritimes ont eu lieu. Les producteurs et les 
transformateurs de chaque province doivent maintenant 
s‘entendre sur cette initiative. 

Les provinces de l'Est ont rencontré la CCL et al’issue de 
discussions, ont amélioré certaines pratiques de verification. 


30 Commission canadienne du lait Rapport annuel 2011-2012 


B) SECTEUR D’ACTIVITE : APPROVISIONNEMENT EN PRODUITS LAITIERS 


But 2. Assurer aux consommateurs un approvisionnement continu et suffisant de produits laitiers de qualite 


Approvisionnement national en lait de transformation 


Un des rdles les plus importants de la CCL est 
d'administrer le systeme canadien de gestion des 
approvisionnements de lait. En vertu de ce systeme, 
les producteurs laitiers du pays ne produisent que 
le volume de lait requis pour approvisionner les 
marchés. Les principes directeurs du systeme sont 
indiqués dans le Plan national de commercialisation 
du lait, une entente fédérale-provinciale conclue 
en 1983. Lobjectif général de ce systeme est de 
veiller a ce que la production intérieure repondre 
a la demande en produits laitiers pour le marche 
intérieur et les exportations permises. Pour ce 
faire, la CCL surveille la demande mensuellement 
et avise les autorités provinciales sila variation de la 


demande justifie un ajustement du quota national 


du lait de transformation, appelé le quota de mise 
en marché (QMM). 


Pour équilibrer un systéme qui génere un surplus 
de solides non eras du lait, la CCL administre le 
Programme de retrait des surplus, qui a pour but de 
retirer rapidement les surplus du marche, tout en 
optimisant les revenus des producteurs. Le bas niveau 


des stocks de poudre de lait écrémeé de la CCL dans la 


classe 4(m) temoigne de l’efficacité du programme. 
Ces derniéres années, la CCL a réussi a réduire 
progressivement ces stocks. Au cours de la dernieére 
année laitiére, la production élevée de lait a fait entrave 
aces efforts. 


Réalisations 


Pour administrer les approvisionnements de lait de 
transformation et en sa qualité de facilitateur principal 
de l'industrie laitiére canadienne, la CCL organise 
de nombreuses réunions avec les représentants de 
l'industrie et y participe. Les déplacements associes 
a ces reunions codtent cher a l’organisation et la 


CCL cherche des moyens de limiter ses codts de 
fonctionnement généraux. 


Uindustrie laitiére canadienne se fie beaucoup aux 
conseils techniques et aux analyses economiques 
de la CCL. Seuls quelques employes participent aces 
fonctions. Il serait souhaitable, tant pour la CCL que 


pour l'industrie, qu'un plus grand nombre de gens 


participent a la recherche d'idées et de solutions. 


% de realisation 


* Laproduction canadienne de lait » 
correspond ala demande. 


* Les exportations de solides non ° 
gras sont optimisées. 


La production laitiére se situe entre 99,5%et ° 
100,5 % du quota total. 


En 2011-2012, la production de lait 30 
a atteint 100,8 % du quota total. 


La production a connu une forte 


Les catégories d'exportations subventionneées 
de poudre de lait écréme et de produits 


incorporés sont comblées a 95 % ou plus. 


Rendement et objectifs 


hausse au courant de |’anneée parce 
que les producteurs ont utilisé tout 
leur quota. 

En 2011-2012, ces deux categories 
d'exportation ont eté remplies 

a 100 %. 


100 


Activités spécifiques pour 2011-2012 Réalisations % de réalisation 


Poursuivre les discussions et les analyses techniques avec La CCL a développé des outils pour illustrer tout écart entre la 100 
les membres du Secrétariat pour trouver des améliorations demande et la production et la pression que cela exerce sur les stocks. 

potentielles aux méthodes d’évaluation de la demande et ajuster Ces outils permettent une meilleure prise de décision concernant 

le quota en consequence. l'ajout d'une allocation de croissance au quota de lait. 

Réduire les stocks de poudre de lait écrémé de classe 4(m) a A la fin de l'année, les stocks de PLE en classe 4(m) étaient de 22 619 t, 0 
5 000 t avant la fin de l'année laitiére. surtout en raison de la production accrue et de l'utilisation réduite 


dans le marché de l’alimentation animale. 


Réduire les dépenses associées aux réunions en exploitant mieux Ala finde l'année, le nombre de réunions tenues par conférence 100 
les technologies existantes et en adoptant de nouvelles fagons teléphonique ou webinaire avait augmente de 9 % et l’assistance aux 
de travailler avec l'industrie. reunions comptait environ 100 personnes de plus que |’an dernier. 


Les frais de ces deux types de réunion ont augmenteé de seulement 
825 S, Laugmentation des frais de réunion aurait été beaucoup plus 
importante si tous les participants s ‘étaient deplaces. On a utilisé les 
webinaires et les conferences téléphoniques de facon judicieuse. 


Tenir des discussions techniques ciblées et des sessions de usqu'a maintenant, la CCL a organisé deux de ces sessions de remue- 70 
remue-meninges avec les membres du personnel. Ces rencontres meninges. En aodt 2011, 10 employés ont participé a une session sur 

porteront sur des enjeux importants pour l'industrie et a mise en commun de tout le lait au Canada et en février 2012, 15 

permettront a différents membres du personnel d’exprimer des employes ont participeé a une session sur une strategie globale a long 

opinions et de proposer des solutions. Si ce type de rencontres terme pour la mise en marché des solides non gras du lait. 


s'avere utile, la CCL pourrait y inviter de temps a autre des 
gens de |'extérieur, y compris des spécialistes d’AAC, selon les 
questions a traiter. 
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Programmes de saisonnaliteé 


Pour garantir un approvisionnement suffisant de 
produits laitiers tout au long de I’année, la CCL 
administre les programmes de saisonnalité. En vertu 
de ces programmes, la CCL achéte des prodults laitiers 
au printemps, quand la consommation a tendance a 


Résultats prévus 


Les Canadiens ont accés a des ° 
produits laitiers toute l'année. 


Activités spécifiques pour 2011-2012 


Continuer a administrer les programmes de saisonnalite. 


Indicateur de rendement 


Les offices provinciaux de mise en marché ° 
ne rapportent aucune penurie saisonniére 

de produits laitiers. 

* Les stocks de beurre du plan A ne tombent ° 
jamais sous la barre des 90 % du niveau 

normal. 


diminuer, et les revend dans le marché en automne, 
quand la consommation augmente. Elle achéte aux prix 
de soutien les produits, tels que le beurre et la poudre 
de lait €cremé, qui peuvent étre entreposés. Pour 
assurer Un approvisionnement suffisant de matiére 


Réalisations 


grasse tout au long de l'année, la CCL conserve une 
certaine quantité cible de beurre en inventaire. Cette 
cible varie au cours de l'année. A tout moment, cette 
cible est nommeée « stocks normaux de beurre ». 


% de réalisation 


Les offices provinciaux de mise en 100 
marche n'ont signalé aucune pénurie. 


Les stocks de beurre du plan A étaient 0 
bas au début de l'année laitiére et sont 

demeurés so 
normal duran 
difficile de re 


us 90 % de leur niveau 
t toute l'année. Il a ete 
constituer les stocks en 


raison de la faiblesse de la production 


et les fabrica 
le plan B qui 
la propriéte d 


Réalisations 


nts de beurre ont privilégié 
eur permet de conserver 
u produit entrepose. 


% de realisation 


La CCL continue d’administrer ces programmes. En décembre 2011, 100 


elle a annonce des modifications aux politiques des programmes pour 
encourager les fabricants de beurre a vendre ala CCL en vertu du plan 
A en 2012 de fagon a sécuriser les approvisionnement durant cette 


année Civile. 


Rendement et objectifs 
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Programme Lait canadien de qualité (LCQ) 


La CCL parraine la mise en ceuvre de ce programme financier aux fermes qui sont validées dans le cadre 
d’assurance qualité du lait ala ferme mis sur pied par du programme (voir p. 25). 
les Producteurs laitiers du Canada. Elle offre un soutien 


Résultats prévus Indicateur de rendement Réalisations % de réalisation 


Mettre en ceuvre un programme Validation de 60 % des producteurs laitiers Selon les rapports soumis par les provinces 80 
d’assurance qualité a la ferme. canadiens dans le cadre du Programme LCQ d'ici en aout 2012, 49 % des producteurs ont 
le 1" aodt 2012 été validés. Certaines provinces accusent 
un retard dans la mise en ceuvre du 
programme. 


C) SECTEUR D’ACTIVITE : AMELIORER LA CCL 


Services internes 


Les services internes comprennent les activites les communications, les services corporatifs, les La CCL comptait entreprendre les initiatives 
qui repondent aux besoins des programmes et des finances et l'administration, les ressources humaines, strategiques suivantes pendant l'année laitiere 
autres obligations générales d'une organisation, les services GI/TI, les verifications internes et les 2011-2012. 


Dans le cas de la CCL, ces activités comprennent évaluations de programmes. 


Terminer la transition aux IFRS 


Rendre les systemes financiers de la CCL conformes aux normes Le Bureau du Vérificateur général (BVG) a donné une opinion sans 100 
IFRS pour le 1° aodt 2011. reserve sur les états financiers 2011-2012 prepares a l'aide des 
normes IFRS. 
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Mettre en ceuvre les recommandations contenues dans le rapport de |’examen spécial du BVG 

Lors de son examen spécial de la CCL, le BVG a competences et qu’en presence de lacunes, il fasse la CCL labore des procédures pour que ses membres 
recommande que le conseil d'administration de la appel aux services d’experts a l’externe. Le BVG a déclarent et gerent les conflits d'intéréts. 
Commission évalue périodiquement l'ensemble de ses aussi recommande que le conseil d’'administration de 


Le conseil d'administration évaluera périodiquement l'ensemble Le conseil d’administration évalue périodiquement ses 100 
de ses propres competences et continuera, au besoin, a faire appel competences collectives et continue de faire appel a des 
aux services d’experts a l’externe pour des projets spécifiques tels experts a l’externe lorsque des projets particuliers l’exigent. 


que la transition aux normes IFRS. Il continuera aussi a explorer les 
approches possibles avec les agences centrales du gouvernement 


féderal. 

Le conseil d'administration ajoutera a ses régles une disposition Le conseil d’administration a ajouté a ses regles une disposition 100 
qui exige que chaque membre documente les conflits d'intéréts gui exige que chaque membre documente les conflits d'interéts 

existants (éventuels, réels ou percus) conformément a la Lo/ sur les existants (potentiels, reels ou apparents) conformément a la Loi 

conflits d'intéréts, et il developpera des procédures pour gerer ces sur les conflits d'intéréts, et il a developpé des procédures pour 

conflits. La CCL discutera d’enjeux spécifiques avec le Bureau du gérer ces conflits. 

Conseil privé et le Bureau du Commissaire aux conflits d'interét et a 

l'ethique dans le but de trouver des solutions réalisables. 


Appliquer les directives du Secrétariat du Conseil du Trésor (SCT) au rapport annuel de la CCL 

En automne 2010, le SCT a diffusé de nouvelles la CCL a commenceé a examiner les changements a provisoires a son prochain rapport annuel, quitte ay 
directives sur les rapports annuels des sociétés d'Etat. apporter pour se conformer aux nouvelles directives. En apporter des corrections plus tard, sila version finale 
Méme si le document diffusé n’était pas deéfinitif, janvier 2011, la CCL a décidé d’appliquer les directives des directives differe de la version provisoire. 


Produire le rapport annuel de l'année laitiére 2010-2011 selon les directives Le rapport annuel de 2010-2011 a été produit 100 
provisoires du SCT. conformément aux directives du SCT et les futurs 
rapports le seront aussi. 


Rendement et objectifs 3) 


Appliquer |’exercice financier du gouvernement a toutes les activités 


lly a lonetemps, la CCL a décideé d’appliquer l'année saisonnalité de la production a presque disparu et, n'est plus valable. Lutilisation de deux periodes 


laitiére qui commengait le 1* aout a certaines de ses avec l'adoption de la politique de gestion en continu 
du quota en 2008, ce qui était peut-étre le dernier 


argument en faveur du maintien de |’année laitiére 


annuelles différentes a des fins différentes complique 
activites. Ladoption de ce calendrier convenait alors au le fonctionnement de la CCL et la production de 
caractére saisonnier de la production laitiere. Or, cette rapports. 


% de réalisation 


Définir et analyser les repercussions de la planification et de la production 
de rapports basées uniquement sur l’exercice financier. Cette analyse 
comprendra des consultations auprés de l'industrie et des agences centrales 
du gouvernement. 


Préparer et diffuser les états financiers trimestriels non veérifiés 
Conformement aux amendements a la Lo/ sur la 
gestion des finances publiques, la CCL doit preparer 
des états financiers trimestriels non vérifiés. 


Préparer des états financiers trimestriels, les afficher sur le site Internet et les 
transmettre au SCT au plus tard 60 jours aprés la fin de chaque trimestre. 
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Ceux-ci doivent étre affichés sur le site Internet 
de la CCL et envoyés au ministre d’Agriculture 
et Agroalimentaire et au Secrétariat du Conseil 


Au terme de l’analyse et des consultations, le conseil 
d’administration a décidé de baser toutes les activités 
de la CCL sur l'année laitiere. On a donc approuve un 
budget de transition pour les quatre mois allant du 

1 avril au 31 juillet 2012. Toutes les activités sont 
basées sur l'année laitiere a compter du 1° aodt 2012. 


du Trésor dans les 60 jours suivant la fin de chaque 
trimestre. 


% de réalisation 


La CCL a préparé des états financiers trimestriels, les a 
affichés sur son site Internet et les a transmis au SCT 
pas plus de 60 jours apres la fin de chaque trimestre. 
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Evaluations des programmes 
Chaque annee, la CCL évalue certains programmes pour 
s'assurer qu'ils atteignent leurs objectifs et qu’ils sont 
encore utiles a leurs benéficiaires. 


Réalisation 


% de realisation 


Dans le cadre de son cycle d'évaluation des programmes quinquennal, la La CCL a réalisé une évaluation du Fonds 
CCL évaluera le Fonds d'investissement partage dans le but de recueillir des d'investissement partagé pour recueillir de 
renseignements qui aideront a décider si ce programme doit étre renouvelé. l'information qui aidera a décider si ce programme 


doit étre renouvele. 


Verifications internes 

La CCL effectue aussi des vérifications internes pour proteges, que les decisions sont éclairées et que des 
examiner ses programmes, systemes, pratiques et controles sont en place. 

procédures. Elle s'assure ainsi que ses actifs sont 


Réalisation 


% de realisation 


Dans le cadre de son plan d’évaluation de six ans, la CCL examinera les La CCL a réalisé une verification interne du Fonds 

activités suivantes : plan de continuité des opérations (suivi), evaluation d'investissement partage, du plan de reprise des 

des risques (Suivi), états financiers et reponse en matiére de comptabilité activités et de l’évaluation des risques. Une firme 

de gestion et de reddition de comptes, transport et entreposage, Fonds privée a aussi mene un examen par les pairs de la 

d'investissement partageé et evaluation par les pairs de la fonction de fonction de verification interne et le rapport a été 

verification interne. presente au conseil d'administration en janvier 2012. 
La verification des états financiers et de la sensibilite 
de la comptabilité de gestion aux exigences de la 


Les travaux portant sur le transport et |’entreposage 
ont ete realises a 60 %. 


Rendement et objectifs 


reddition de comptes a eté remise al’année suivante. 


XQ 


Nomination du chef de la direction 

Le 2 février 2012, le ministre d’Agriculture et de la Commission canadienne du lait pour un mandat 
Agroalimentaire Canada a annonce la nomination de de trois ans. 

M. Jacques Laforge au poste de chef de la direction 


Une fois que le gouverneur en conseil a nommé le chef de la direction, Le nouveau chef de la direction a rapidement requ 100 
les Services corporatifs de la CCL, l’équipe de la haute direction et les un cahier d'information et il a rencontré tous les 

deux autres membres du conseil d’administration veilleront a ce que le gestionnaires de la CCL qui lui ont explique les rdles 

titulaire recoive toute la formation et l’orientation requises pour participer de diverses €quipes dela CCL. La secrétaire au 

pleinement aux activites du conseil et guider efficacement la CCL vers la conseil d'administration, les autres commissaires 

realisation de ses objectifs. et les cadres supérieurs ont veillé a lui fournir toute 


la formation requise. 


Mettre en ceuvre un nouveau code de valeurs et d'éthique 


Toutes les organisations qui font partie du et d'ethique. Ladhésion au nouveau code est une 
gouvernement fédéral sont tenues d’adopter et condition d'emploi ala CCL. 
de mettre en pratique un nouveau code de valeurs 


Mettre en pratique un nouveau code de valeurs et d’éthique fondé sur le Le code d'éthique de la CCL a été approuve par le 100 
modele fourni par le SCT. conseil d'administration en mars et est entre en 
vigueur le 2 avril 2012. 
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Ameliorer l'efficacité du fonctionnement de la CCL 


La CCL possede de grandes quantités de données 
precieuses. Ces dernieres années, elle a déployé 
beaucoup d'efforts pour présenter cette information 
a l'industrie. Puisque les demandes d'information en 
provenance de l'industrie se multiplient, les demandes 


Mettre sur pied un comité interne pour établir la priorité des besoins de la 
CCL en matiére de production de rapports et d’analyses, afin que le service 
de Tl puisse répondre aux demandes les plus importantes. 


Former un petit groupe de travail interne qui aura le mandat de trouver des 
facons d’accroitre l’efficacité de certaines fonctions administratives, telles 
que le traitement des réclamations de frais de voyage et le paiement de 
factures. Ce groupe relévera de |’équipe de la haute direction (EHD). 


d’analyse de données sont encore plus nombreuses 
ce qui Cause un probleme pour |’équipe de TI, qui doit 
etablir ordre de priorité de ces demandes. Certaines 
fonctions administratives ala CCL sont réalisées par 
plusieurs membres du personnel travaillant au sein de 


diverses equipes. Il pourrait étre plus efficace pour la 
CCL de centraliser certaines fonctions, d'en automatiser 
certaines étapes ou de revoir certains processus. 


% de réalisation 


Le comite interne que la CCL avait lintention de créer 0 
pour établir |ordre de priorité des rapports et des 
analyses n'a pas été mis en place. Durant la nouvelle 


année laitiére, son mandat sera attribué a un comite 
consultatif sur les Tl (voir les objectifs de l'année 


altiére 2012-2013). 


‘efficacité de certaines fon 


de voyage et le paiement d 


La CCL a formé un petit groupe de travail interne 100 
ayant pour mandat de trouver des facons d’accroitre 

ctions administratives, 

telles que le traitement des réclamations de frais 

e factures. Ce groupe a 

présente ses recommandations a |'équipe de la 

haute direction en mai 2012. La mise en ceuvre de 


ses recommandations a commence. 


Rendement et objectifs 
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OBJECTIFS POUR LA PERIODE ALLANT DE 2012-2013 A 2016-2017 


But 1. Permettre aux producteurs de lait et de creme dont I’entreprise est efficace d’obtenir une juste retribution pour leur travail 


et leur investissement 


Etablissement des prix du lait de transformation et du lait 


de consommation 


Résultat attendu 


Les producteurs laitiers 
efficaces obtiennent des 
revenus adéquats. 


Activites spécifiques pour 
2012-2013 


Revoir le calcul de l'element 
main-d'ceuvre de |’étude sur 
le CdP 


Mettre a jour et harmoniser 
les procedures de l'étude sur 
le CdP 
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Indicateur de rendement 


Les revenus des ventes de lait couvrent le 
cout d'un pourcentage raisonnable du lait 
produit au Canada. 


Indicateur de rendement 


« Analyse des calculs reliés au travail 
¢ Allocation de taux appropriés au 
temps de gestion du producteur 


¢ Uncomite technique sur le CdP 
est mis en place et fait des 
recommandations ala CCL sur 
l'harmonisation de la collecte et du 
rapprochement des données du CdP 
pour tenter de réduire les coats de 
cette etude annuelle. 
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Développement des marchés 


Résultat attendu 


La demande canadienne 
des produits et composants 
laitiers est maintenue ou 
augmenteée. 


Activités spécifiques pour 
2012-2013 
Mettre en ceuvre les nouvelles 


lignes directrices du PIMPL et 
s'assurer que les participants 


au programme s'y conforment. 


Mettre en ceuvre le nouveau 
programme FIP. 


Accroissement du niveau 
d'activites du Programme de 
marketing du lait 


Mettre en ceuvre les 
recommandations convenues 
émanant du rapport sur 
l'analyse des processus 
d'affaires. 


Indicateur de rendement 


Les programmes administrés par la CCL 
et qui font la promotion de l'innovation 
sont utilisés par les clientéles cibles. 


Indicateur de rendement 


* Communiquer les nouvelles lignes 
directrices aux participants. 

* Les participants se conforment aux 
nouvelles lignes directrices. 

* Reception de 40 demandes 


« Reception de 5 demandes pour le 
nouveau programme 


« 55 visites ades utilisateurs ciblées 
d'ingredients laitiers 

* 5 salons commerciaux 

* 5S activités de sensibilisation 


* Entreprendre la creation d'une nouvelle 
application interactive pour les classes 
speciales, sous la supervision d'un 
comite directeur interne. 


Rapport annuel 2011-2012 


Administration des mises en commun Verifications externes 


Résultat attendu Indicateurs de rendement Résultats attendus Indicateurs de rendement 
Les marches et les revenus * Le calcul de la mise en commun est Les composants du lait * 45 verifications des participants au 
sont partagés entre les effectué dans les 3 jours ouvrables sont payes selon leur Programme de permis des classes 
partenaires des mises en qui suivent la réception de toutes utilisation finale et toute spéciales de lait 
commun conformément les données provinciales. entreprise quia fait l'objet * 6 verifications des participants au PIR 
aux ententes fédérales- * Les fonds sont transférés dans d'une verification et quin’a « Verifications de l'utilisation du lait 
provinciales les S jours ouvrables suivant la pas respecte les exigences en usine dans 6 provinces 
réalisation du calcul. en vertu du Programme * Controle des verifications de 
- Les offices provinciaux de mise d'importation pour ré- ‘utilisation du lait en usine et 
en marché ne réclament aucune exportation (PIR) est presentation de rapports deux fois 
poviciomidies trans ane mmice signalée au ministere des ‘an dans les 4 autres provinces 
SIC OmIPALIAL Affaires étrangeres et du * Des procedures particuliéres 
Commerce international permettent d’obtenir une certitude de 
(MAECI). verification dans les 10 provinces et les 
données sont exactes. 
Activités spécifiques pour 
2012-2013 Indicateur de rendement 
s6tde AoGEa uaa bad docSasgaalbbedldindnsBaae cect cia tc Menara eee er nee ne erence: ee eee Activités spécifiques pour 
Continuer a travailler avec le ¢ Distribuer une ebauche d entente 2012-2013 Indicateurs de rendement 
Comite de négociation du P10 aux provinces et recevoir leurs pa age eae ee ssn tare eee ceue eel yaar ena idtsbicgre eker cease Bers Gig oaence eae 
pour arriver a une entente EORMIMenrarec. Tentr une reunion des verificateurs Tenir la reunion. 
sur le partage des revenus, provinciaux de toutes les provinces pour 
le partage des marchés et promouvoir | utilisation de pratiques 
Peerncicndineae Fatma? exemplaires harmonisées de verification. 
les analyses techniques Participer aux efforts d’harmonisation Des pratiques de verification 
pertinentes requises. dans les régions (Est et Quest). mieux harmonisées dans l'Est 
et dans |'OQuest 
Faire rapport des progres des activites Presentation des rapports 


de verification dans les quatre provinces 
ou la CCL n'est pas le vérificateur et 
promouvoir la continuite des services 

et l'utilisation d'un logiciel commun de 
verification de l'utilisation du lait. 


Continuer de promouvoir la reception Reéception réeguliere des 
de données électroniques verifiées données verifies de l'Ontario 
du Québec et de |’Ontario dans le but et du Quebec 


d’administrer le programme et de verifier 
les participants du Programme de permis 
des classes spéciales de lait. 


Rendement et objectifs 4] 


But 2. Assurer aux consommateurs un approvisionnement continu et suffisant de produits laitiers de qualité 


Gestion de Il'offre nationale de lait de transformation Programmes de saisonnalite 


Résultat attendu Indicateurs de rendement 


Résultats attendus Indicateurs de rendement 


* La production canadienne de 
lait correspond a la demande. 


* Les exportations de solides 
non gras sont optimisees. 


Activités spécifiques 
pour 2012-2013 


Examiner le calcul de la demande 
totale et le niveau des stocks 
necessaires pour assurer un 
approvisionnement suffisant de 
produits laitiers toute l'année. 


Examiner le besoin d'une réserve 
de croissance permanente qui 
serait ajoutee au quota de lait 

de transformation. Cette réserve 
garantirait un approvisionnement 
de lait suffisant durant les périodes 
de forte croissance du marché. 


nitier des discussions et des 
consultations aupres de l'industrie 
pour elaborer une stratégie a lone 
terme pour les ingredients laitiers 
qui se baserait sur des initiatives 
passees et augmenterait 
‘utilisation des surplus de 

solides non gras. 
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La production laitiere se situe 
entre 99,5 % et 100,5 % du quota 
total. 

Les categories d’exportations 
subventionneées de poudre de lait 
écremeé et de produits incorpores 
sont comblées a 95 % ou plus. 


Indicateurs de rendement 


Présentation de recommandations 
au Secrétariat du CCGAL 


Suivi et évaluation périodique 

du besoin d'une allocation de 
croissance. De plus, élaborer une 
recommandation concernant 

une réserve de croissance 
permanente pour assurer qu'il y ait 
suffisamment de lait durant les 
périodes d'importante croissance 
du marche. 


Présentation d'une ébauche de 
Strategie au CCGAL 

Le CCGAL s’entend sur la strategie 
finale. 


Commission canadienne du lait 


Les Canadiens ont accés a des 
produits laitiers toute l'année. 


Activités spécifiques 
pour 2012-2013 


Evaluer l'effet des modifications 
de 2012 aux politiques des 
programmes intérieurs de 
salisonnalité et veiller a ce qu’elles 
atteignent leurs objectifs en 
ajustant les politiques pour 2013 
au besoin, 


Les offices provinciaux de mise 
en marche ne rapportent aucune 
penurie saisonniere de produits 
laitiers. 

Les stocks de beurre dela CCL ne 
tombent jamais sous la barre des 
30 % du niveau normal. 


Indicateurs de rendement 


Dépét d'un rapport au conseil 
d’administration sur les effets 
des modifications de 2012 
Présentation au conseil 
d'administration des 
ajustements aux politiques 
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Services internes 


La CCL compte entreprendre les activités stratégiques 
suivantes pendant l'année laitiére 2012-2013. 


Adopter l’année laitiere pour toutes 
les activités 


Harmoniser toutes les activites et operations de la CCL 
sur la base d'une année laitiére (1° aodt au 31 juillet). 


Evaluer le programme de la classe de lait 4(a)1, classe 
gui a ete mise en place en 2005 en vue d'encourager 
l'utilisation de solides non eras dans la fabrication 
de produits non standardises dans la categorie du 
fromage fondu. 


Effectuer une verification interne des activites 
suivantes : le financement par la CCL de la grappe 
de recherche laitiere, la conformité du rapport 
annuel aux lignes directrices du SCT, le protocole 
d'entente entre la CCL et Justice Canada concernant 
les services juridiques, le protocole d'entente entre la 
CCL et Agriculture et Agroalimentaire Canada (AAC) 
concernant les services de Tl, la gestion de la revente 
du beurre et la collecte de données pour |’etude 
annuelle sur le codt de production, les états financiers 
et l'adéquation de la comptabilité de gestion aux 
exigences de la reddition de comptes. Les verificateurs 


internes surveilleront le développement du nouveau 


logiciel du Programme de permis des classes speciales 
de lait et offriront des conseils ace sujet. 


Mettre en cuvre un nouveau code des 
valeurs et d’éthique 


La Loi sur la protection des fonctionnaires divulgateurs 
d'actes répréhensibles exige que tous les organismes 


£ 


qui font partie du gouvernement fédéral adoptent 
et mettent en ceuvre un nouveau code de valeurs 
et d’ethique. Le conseil d’administration de la CCL 
a adopteé un code d’éthique pour la CCL le 28 mars 


2012 et ce code constitue une condition d'emploi pour 


les employes. Ce nouveau code remplace le Code de 
valeurs et d'éethique de la fonction publique. 


Presenter le nouveau code d’éthique aux employés. 


Ce code stipule les obligations afferentes aux conflits 


d'interét et al’apres-mandat. 


Ameéliorer l’efficacité du fonctionnement 
de la CCL 


Mettre sur pied un comite consultatif sur les Tl pour 
établir la priorité des besoins de la CCL afin que le 
service des Tl puisse repondre d'abord aux demandes 
les plus importantes 


Mettre en pratique les recommandations issues d'un 
petit groupe de travail interne qui a recu le mandat en 
2011-2012 de trouver des facgons d’accroitre l'efficacite 
de certaines fonctions administratives. 


Rendement et objectifs 


Maintenir l’engagement des employés dans 
un contexte de reduction des couts 


Durant les trois prochaines annees, le budget 
administratif de la CCL sera réduit. !l est alors possible 
que certains employes se sentent inquiets et perdent 
leur motivation si rien n'est fait pour les rassurer et les 
informer de la situation. 


ainsi que le volume de travail pour atténuer |'impact 
des contraintes budgétaires sur l’effectif de la CCL et 
sur la prestation de programmes et de services 


au sein de |’organisation, la collaboration, |’echange 
didées et le partage de ressources en vue d’étre plus 
efficace et de réduire les cotts. 


du personnel concernant les restrictions budgétaires 


reelles et comment elles seront gérees 
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Rapport de gestion 


on et les analyses qui suivent portent sur les résultats et 


la situation financiére de la Commiss 


on canadienne du lait (CCL) 


pour la période se terminant le 3] juillet 2012 et devraient étre lues & la 


lumiére des états financiers ci-joints et du rapport annuel de la CCL. 
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Résultats principaux des activités 


Activites intérieures 

Ventes 

Au cours de l'année laitiére 2011-2012, le total des 
revenus provenant des ventes intérieures a diminué 
de 30 MS ou 12 % par rapport a l'année précédente. 
Cela est surtout attribuable a des revenus inférieurs 
provenant des ventes de beurre du plan A. Cette 
année, la CCL a vendu 1 399 tonnes de beurre du plan A 
comparativement a5 255 tonnes |’an dernier. Ceci a fait 
baisser les revenus d’environ 26 MS. La CCL a vendu 
moins de beurre du plan A parce que ses inventaires 


étaient inférieurs a ceux de |’année précédente. 
Parce que la production laitiere a été inférieure aux 
previsions pendant l'année laitiére 2010-2011, il a fallu 
puiser davantage dans les stocks de beurre de la CCL 


Activites intérieures 


pour approvisionner le marche. Grace aux mesures 
incitatives mises en place par les agences et offices 
de mise en marché et aux conditions favorables, la 
production laitiére a augmenté graduellement durant 
‘année et la CCL a pu reconstituer partiellement ses 
stocks de beurre du plan A a des niveaux plus normaux. 


La CCL achéte le beurre et la poudre de lait écrémé (PLE) 
du plan B des transformateurs a condition que ceux-ci 
ui rachetent leurs produits dans un délai convenu. 


Cette année, une baissed 


B comparativement al'an 


es ventes de beurre du plan 
nee laitiere 2010-2011 a été 


contrebalancée par des ven 


tes accrues de PLE du plan B. 


Pour ce qui est du beurre importé, on a vu une baisse de 
18 % du volume des ventes, ce qui a réduit les revenus 
de 2,4 MS comparativement a l'année précédente. 
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Revue financiere 


Les ventes de PLE au secteur de l’alimentation animale 
dans la classe 4(m) ont totalisé 22 005 tonnes en 
2011-2012, un recul de 3 320 tonnes par rapport a 
l'année laitiere précédente, ce qui a réduit les revenus 
des ventes intérieures de 1,7 MS. 


Codt des ventes 

Pendant l'année laitiere terminée le 31 juillet 2012, 
le cout des ventes a totalisé 189,8 MS alors que les 
revenus ont atteint 211,3 MS. Les activités intérieures 
ont donc généré une marge brute de 21,5 MS avant 
frais de transport et de possession. 


Plus de 85 % de la marge brute intérieure avant frais 
de transport et de possession est attribuable aux 
activites sur le marché des aliments pour animaux (qui 
comptent pour 18,5 MS du total de 21,5 MS), 


Les codts du beurre et de la poudre de lait écrémeé 
vendus dans le cadre du plan B étaient tres pres des 
prix de vente obtenus au cours de l'année puisque ces 
produits sont achetés et vendus aux prix de soutien 
en vigueur. 


La CCL continue d'importer du beurre pour remplir les 


oO 


bligations du Canada envers |’Organisation mondiale 


du commerce (OMC). Ce beurre est acheté aux prix 


mondiaux et dirigé vers l'industrie de la transformation 
secondaire par l’entremise des fabricants de beurre. 


Activités d’exportation 

Ventes 

Les revenus des ventes a |'exportation étaient 
inférieurs a ceux de l'année précédente, avant tout 
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parce que la CCL a exporté moins de PLE et a des 
prix inférieurs. 


En 2011-2012, elle a vendu 9 259 tonnes de poudre 
de lait €cremé contre 10 828 tonnes pendant l'année 
laitiere précédente. Ceci a fait baisser les revenus de 
10,01 MS. Malegré les faibles prix al’exportation durant 
l'année, la CCL a réussi a tirer davantage de revenus de 
cette activité cette année qu’en 2008-2009 ou qu’en 
2009-2010. 


Coat des ventes 

La CCL achete les produits laitiers excedentaires 
destinés a l’exportation a des prix qui refletent les 
conditions courantes du marché mondial dans le but 
de faire ses frais durant une année laitiere donnée. 
Comme ces marchés sont tres imprevisibles, la CCL 
affiche parfois un léger profit ou un léger deficit en fin 
d’anneée laitiére, en raison de la fluctuation des prix. 


Durant l'année laitiére qui a pris fin le 31 juillet 2012, 
e cout des ventes s'est élevé a 26,1 MS tandis que 
a valeur des ventes a atteint 271 MS ce qui a généré 
une marge brute de 0,97 MS avant frais de transport 


et de possession, par rapport 41,4 MS I’année laitiére 
precedente. 


Frais de transport, de possession et 

de financement 

Les frais de transport, de possession et de financement 
comprennent principalement les frais de transport, les 
interéts sur les emprunts, les frais de manutention 
et d'entreposage et les frais d’assurance. Les frais de 
transport ont augmenté de 0,6 MS comparativement 
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Activites d’exportation 
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a ceux de 2010-2011, totalisant environ 1,8 MS pour 
l'année courante. Les frais de financement étaient 
legerement supérieurs a ceux de |’an dernier, soit de 
0,6 MS contre 0,5 MS, mais tout de méme bien en 
deca de la moyenne historique en raison des bas taux 
d'intérét. On s'attend ace que ces taux demeurent a 
des niveaux relativement bas durant une bonne partie 
de 2013. 


Les autres facteurs qui ont contribué a la hausse des 
frais de transport, de possession et de financement 
d’année en année sont les frais d’entreposage et 
de manutention. Ceux-ci ont grimpé de 3,2 MS en 
2010-2011 a 3,6 MS en 2011-2012. Cette hausse est 
directement attribuable a la reconstitution des stocks 
de la CCL durant l'année 2011-2012. 


Inventaires et emprunts 

Durant l'année laitiére 2011-2012, la valeur moyenne 
des inventaires était de 20 % plus élevee que l'année 
precedente, faisant augmenter les besoins moyens 
en emprunts d'une année sur l'autre de 16 % en 
moyenne. Les inventaires de beurre ont atteint des 
niveaux normaux et les stocks de PLE destinés au 
marché de l’alimentation animale étaient supérieurs de 
12,6 millions de ke a ceux de la fin de |’anneée 
précédente. La hausse de la production laitiére a permis 
ala CCL de reconstituer ses stocks de beurre, mais a 
aussi fait augmenter les stocks de PLE destinés a 


l'alimentation animale. 


La CCL, en consultation avec le ministre des Finances, 
a maintenu sa limite d’emprunt pour 2012-2013 a 


Inventaires et emprunts 
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165 MS. La CCL a établi que cette limite sera 
suffisante pour se prémunir contre toute circonstance 
inattendue provoquée par les conditions changeantes 
des marches. 
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2009-2010 


2010-2011 2011-2012 
@ Inventaire moyen 
@ Emprunts moyens 


Gestion du risque 

Toute entreprise commerciale est sujette aux risques 
associés a ses opérations courantes. La CCL a identifie 
les principaux facteurs de risque puls etabli des 
politiques et des procédures pour les gerer. 
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La CCL a formulé un profil des risques de |'entreprise 
qui est revu et mis a jour parla direction au moins une 
fois par année (la derniére mise a jour remonte a mars 
012). Il fait état des risques qui, selon les gestionnaires 
tles directeurs, pourraient nuire a la realisation 


rofil définit chaque risque et décrit les mesures qui 


2 
e 
du mandat de base ou des objectifs de la CCL. Ce 
p 
0 


nt ete mises en place pour le gérer, ainsi que les 
strategies de gestion du risque additionnelles et le 
groupe responsable de leur mise en ceuvre. Pendant 
la séance annuelle de planification stratégique de 
la Commission, on tient compte de ce profil lors de 
‘analyse environnementale. 


Le risque de crédit est le risque de perte financiére 
associé au manquement d'un client a ses obligations 
financieres envers la CCL. La CCL geére ce risque par la 
vente apres paiement, les garanties bancaires et les 


ettres de credit. Elle utilise aussi d'autres stratégies 
comme, par exemple, de faire uniquement affaire avec 
des clients solvables. 


Le risque lié aux devises représente la perte financiére 
que peuvent occasionner des taux de change 
défavorables. La CCL ne tolére aucun risque a cet 
egard et elle utilise donc des instruments financiers 
derives pour couvrir ses ventes et ses achats en devises 
etrangeres. Elle n'utilise aucun instrument dérivé pour 
speculer et fait exclusivement affaire avec des banques 
a cCharte canadiennes. 


Le risque lié au marche est le plus difficile a gérer, car 
ilest tres imprevisible. Les activites de la CCL sont 
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influencées par plusieurs facteurs externes tels que 
les conditions du marché mondial, |’évolution des 
pourparlers sur l’agriculture a l’Organisation mondiale 
du commerce, les tendances du marche intérieur et les 
fluctuations de l’offre et de la demande. La CCL gere 
ces risques en mettant en place de bonnes pratiques 
de gestion, en embauchant et en conservant des 
employés compétents et en se tenant au courant 
des tendances commerciales et politiques pouvant 
se répercuter sur ses opérations. Puisque la CCL 
ne transige que des produits sujets ala gestion de 
l'offre, comme la PLE et le beurre, les exportations 
ne constituent qu'une faible proportion de son revenu 
total. Elle compose néanmoins avec la volatilité des 
marches mondiaux en écoulant des produits de la 
facon la plus stratégique et avantageuse sur le plan 
commercial; elle vend surtout au moyen d’appels 
d'offres a des exportateurs fiables qui recherchent des 
produits a valeur ajoutée. 


Frais d’administration 

Le financement des frais d’administration de la 
Commission canadienne du lait est partagé entre le 
gouvernement fédéral, les producteurs de lait, les 
activites commerciales de la CCL et le marché. 


Le budget administratif de 2011-2012 était de 8,1 MS. 
Les depenses administratives réelles de l'année ont 
totalisé 79 MS. Les salaires et les avantages sociaux 
des employés, quis'élévent 25,8 MS, représentent la 
majeure partie de ces dépenses. Les autres postes 
de dépense importants sont le loyer, les frais de 
déplacement et le soutien administratif. 
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Le gouvernement a entrepris un plan de réduction du 
deficit visant a réduire les dépenses de facon graduelle 
jusqu’a l'exercice financier 2014-2015. Selon le Budget 
fédéral déposé au Parlement le 29 mars 2012, le 
financement que la CCL recoit du gouvernement sera 
réduit de 10 % ou 393 000 S d'ici au 1" avril 2014. La 
CCL a pris des mesures pour réduire ses coats de facon 
a retrancher 96 O00 S de l'ensemble de son budget 
administratif de 2012-2013. D’autres réductions 
budgétaires sont planifiees pour les années laitieres 
2013-2014 et 2014-2015 pour tenir compte de la 
réduction de 10 % du financement gouvernemental. 


Modifications comptables futures 

Le Conseil international des normes comptables a 
plusieurs projets en cours et certains pourraient avoir 
des répercussions sur l|’application des normes IFRS 
ala CCL. Les gestionnaires continuent de surveiller 
les projets amorces ou proposes, en examinant les 
modifications qui pourraient affecter la CCL. 


Défis a I’horizon 

Comme par le passé, la fluctuation des prix mondiaux 
des produits laitiers sera le facteur le plus susceptible 
d'influencer les résultats financiers de la CCL au 
cours des prochaines années. Ces prix ont eté de plus 
en plus instables durant les derniéres années. Ceci 
se repercute directement sur les revenus de la CCL 
issus des exportations de poudre de lait ecreme et 
indirectement sur les revenus provenant de la vente 
des surplus de poudre de lait ecréme aux fabricants 
d’aliments pour animaux. Pour maximiser les revenus 
issus de ces marchés, la CCL surveille de pres les 
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prix mondiaux, choisit des creneaux de marché et 
profite stratégiquement des périodes oui les prix sont 
en hausse, 


Durant la majeure partie de l'année laitiére, les agences 
et les offices provinciaux ont mis en place plusieurs 


mesures encourageant la production pour répondre a 
la demande grandissante en produits laitiers et pour 
reconstituer les stocks de beurre. Ces initiatives ont 
ete couronnées de succes et les stocks de beurre 
ont ete reconstitués, mais conséquemment, les 
inventaires de poudre de lait écrémé excédentaire ont 
subi une augmentation importante. Pour ramener les 
inventaires a un niveau raisonnable, la CCL devra se 
montrer plus convaincante dans la vente de PLE au 


secteur de |’alimentation animale et devra stimuler 


l'utilisation directe de solides non eras dans le marché 
des ingrédients. De plus, le Comité canadien de gestion 
des approvisionnements de lait a recemment créé 


un nouveau programme visant la redirection du lait 
ecreme liquide vers les fabricants de yogourt qui ont 
besoin de plus de lait pour répondre a la croissance 
du marché. Si ce programme fonctionne, il aidera 
les fabricants de yogourt a obtenir le lait écréme 
suppléementaire dont ils ont besoin et réduira les 
volumes de PLE excédentaire offerts ala CCL. 


Sur la scene internationale, les négociations de 
'OMC n'ont pas progressé durant les 18 derniers 
mois et l'arrivée d'une nouvelle entente commerciale 
multilatérale en 2012-2013 est incertaine. Par 
consequent, rien n'indique que les membres de |'OMC 


concretiseront leur engagement a eliminer toutes 


les formes de subventions a |'exportation avant 
la fin de 2013. La possibilité que les exportations 
subventionnées du Canada soient réduites a zéro et 
que la CCL ne puisse pas exporter le surplus structurel 
de PLE est donc reportée. Ceci étant dit, l'industrie 
continue de faire face ala concurrence des substituts. 
Les breuvages de soja, les substituts de fromage, les 
desserts surgelés et les breuvages laitiers ont fait 
leur entree sur les marchés traditionnels du lait, de la 
mozzarella, de la creme glacée et du lait au chocolat 
et constituent une menace importante. Lindustrie 
continue a surveiller étroitement |’érosion des 


marches des produits laitiers canadiens et envisage 
d'offrir des incitatifs pour appuyer la croissance de la 


consommation de produits laitiers. 
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Responsabilité de la direction relative aux états financiers 


Les états financiers ainsi que tous les renseignements 
presenteés dans le présent rapport annuel de la 
Commission canadienne du lait sont la responsabilite 
de la direction. Ces états ont ete prepares selon les 
normes internationales d'information financiére, 
appliquées selon les meilleures estimations et le bon 
jugement de la direction, le cas echéant. Linformation 
financiere presentée ailleurs dans le rapport annuel 
concorde avec celle des etats. 


Afin de s'acquitter de sa responsabilité de 
communiquer l'information financiére, la direction 
se fie a des systemes et des pratiques de controle 
financier et de gestion qu'elle maintient pour avoir 
une assurance raisonnable que les operations sont 
autorisées, que les actifs sont protégés et que les 
registres appropriés sont tenus. Ces contréles et ces 
pratiques contribuent ala bonne marche des affaires, a 
exactitude des registres comptables, a la préparation 
en temps opportun d'information financiére fiable et 
au respect des politiques et des obligations légales de 
la CCL. Ce processus comprend la communication et 
l'application continue du code d'éthique de la CCL. 


Le Comité de verification de la Commission canadienne 
du lait formé des commissaires s’assure que la 
direction s'acquitte de ses responsabilités liées au 
maintien de systemes de controle appropriés et ala 
qualite de l'information financiére. Les vérificateurs 
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internes et externes de la CCL peuvent acceder 
librement au Comité de verification pour discuter des 
résultats de leurs travaux et pour lui faire part de leurs 
preoccupations et de leurs avis. 


Les opérations et les états financiers de la CCL ont ete 
verifies par le vérificateur général du Canada, qui agit 
comme verificateur indépendant pour le gouvernement 
du Canada. 


Le chef de la direction, 


ea wae ee 


Jacques Laforge 


Le directeur principal, Finances et operations, 


ee 


Gaétan Paquette 


Ottawa, Canada 
Le 27 septembre 2012 
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Auditor General of Canada 
Verificateur général du Canada 


Rapport de lauditeur indépendant 


Au ministre de |’Agriculture et de |'Agroalimentaire 


Rapport sur les états financiers 


J'ai effectué l’audit des états financiers ci-joints de 
la Commission canadienne du lait, qui comprennent 
les états de la situation financiére au 31 juillet 2012, 
au 31 juillet 2011 et au 1° aodt 2010, et les états 
des résultats et du resultat global, les etats des 
variations des Capitaux propres et les états des flux de 
trésorerie pour les exercices clos le 31 juillet 2012 et le 
31 juillet 2011, ainsi qu'un résumé des principales 
methodes comptables et d'autres informations 
explicatives. 


Responsabilité de la direction pour les états 
financiers 

La direction est responsable de la preparation et 
de la présentation fideéle de ces états financiers 
conformément aux Normes internationales 
d'information financiére (IFRS), ainsi que du contréle 
interne qu'elle considére comme necessaire pour 
permettre la préparation d'états financiers exempts 
d’anomalies significatives, que celles-ci resultent de 
fraudes ou d’erreurs. 


Responsabilité de l’auditeur 

Ma responsabilité consiste a exprimer une opinion 
sur les états financiers, sur la base de mes audits. 
J'ai effectué mes audits selon les normes d'audit 
généralement reconnues du Canada. Ces normes 
requié€rent que je me conforme aux regles de 
déontologie et que je planifie et réalise |’audit de 
facon a obtenir l’assurance raisonnable que les 
états financiers ne comportent pas d’anomalies 
significatives. 


Un audit implique la mise en ceuvre de procédures en 
vue de recueillir des elements probants concernant les 
montants et les informations fournis dans les états 
financiers. Le choix des procédures reléve du jugement 
de l’'auditeur, et notamment de son évaluation des 
risques que les états financiers comportent des 
anomalies significatives, que celles-ci résultent de 
fraudes ou d’erreurs. Dans |'évaluation de ces risques, 
l'auditeur prend en considération le contrdle interne de 
l'entite portant sur la préparation et la présentation 
fidele des états financiers afin de concevoir des 
procedures d'audit appropriées aux circonstances, et 
non dans le but d’exprimer une opinion sur l’efficacit 
du contrdle interne de l’entité. Un audit comport 


+ 


é 
e 
également l’appreciation du caracteére approprié 
e 
S 
a 


des methodes comptables retenues et du caracte 
raisonnable des estimations comptables faite 
par la direction, de méme que |’appréciation de 


presentation d’ensemble des états financiers. 


J'estime que les elements probants que j'ai obtenus 
dans le cadre de mes audits sont suffisants et 
appropriés pour fonder mon opinion d'audit. 


Opinion 

A mon avis, les états financiers donnent, dans tous 
leurs aspects significatifs, une image fidele de la 
situation financiere de la Commission canadienne 
du lait au 31 juillet 2012, au 31 juillet 2011 et au 
1" aout 2010, ainsi que de sa performance financiere 
et de ses flux de trésorerie pour les exercices clos le 
31 juillet 2012 et le 31 juillet 2011, conformeément aux 
Normes internationales d'information financiére (IFRS). 


| 
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Rapport relatif a d’autres obligations legales 
et reglementaires 


Conformément aux exigences de la Lo/ sur /a 
gestion des finances publiques, je déclare qu'a mon 
avis, compte tenu de l'application rétrospective de 
l'adoption des nouvelles normes expliquée a la note 
5 afférente aux états financiers, les principes 
comptables des Normes internationales d'information 
financiére (IFRS) ont été appliqués de la méme 
maniere qu'au cours de l’exercice précédent. 


De plus, a mon avis, les operations de la Commission 
Canadienne du lait dont j'ai eu connaissance au 
cours de mes audits des états financiers ont ete 
effectuées, dans tous leurs aspects significatifs, 
conformeément a la partie X de la Loi sur la gestion des 


finances publiques et ses reglements, ala Lo/ sur la 
Commission canadienne du lait et ses reglements ainsi 
qu'aux reglements administratifs de la Commission 
canadienne du lait. 


Pour le vérificateur général du Canada, 


Ke 


Dale Shier, CA 
directeur principal 


Le 27 septembre 2012 
Ottawa, Canada 


Etat de la situation financiére 


(en milliers de dollars canadiens) 


Actif 

Actifs courants 

Tresorerie 

Clients et autres debiteurs 
Clients 
Avances aux agences et offices provinciaux 
Mises en commun 

Actif dérivé - contrats de change 

Stocks (note 4) 


Passif 

Passifs courants 

Découvert bancaire (note 5) 

Fournisseurs et autres crediteurs 
Fournisseurs 
Distribution aux agences et offices provinciaux 
Autres passifs 

Passif dérivé - contrats de change 

Emprunts aupres du gouvernement du Canada (note 6) 


Passifs non courants 
Avantages postérieurs a l'emploi (note 11) 


Capitaux propres 
Résultats non distribues 


Engagements (note 13) 
Les notes complémentaires font partie intégrante des états financiers. 


Ces etats financiers ont été approuves et autorisés pour publication le 27 septembre 2012. 


Approuve par : 
Le chef de la direction, Le president, 


Pre GFP" eitublaige 


Jacques Laforge Randy Williamson 


31 juillet 2012 
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Le directeur principal, Finances et operations, 


ht Bae 


Gaétan Paquette 
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Etat des résultats et du résultat global 
(en milliers de dollars canadiens) 


Ventes et couts des ventes 

Ventes au Canada 
Cout des ventes au Canada 
Frais de transport et de possession 
Charges financiéres 

Marge brute sur les ventes au Canada 
Ventes a l’exportation 
Cout des ventes al'exportation 
Frais de transport et de possession 
Charges financieres 

Marge (perte) brute sur les ventes a l'exportation 

Marge brute totale 


Autres produits 
Financement provenant des mises en commun (note 9) 
Financement par le gouvernement du Canada (note 10) 
Services d’audit 


Total 


Charges opérationnelles 
Initiatives de l'industrie 
Programme d'aide pour le lait concentré 
Etude sur le cout de production 
Autres charges (recouvrements) 


Frais d'administration 
Salaires et avantages du personnel (note 11) 
Autres frais d'administration 


Total 

Résultats avant distribution aux agences et offices provinciaux 
Distribution aux agences et offices provinciaux 

Résultat global total 


Les notes complémentaires font partie intégrante des états financiers. 
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Période de 12 mois terminée 


31 juillet 2012 


31 juillet 2011 


21280 $ 241335 § 
189 808 214 746 
4790 3694 
579 505 
16 103 22 390 
27 076 37 614 
26111 36 187 
978 910 
1 g 
(14) 508 
16 089 22 898 
5 676 6 419 
4 668 403 
237) 124 
10 581 10 574 
26 670 33 472 
2524 426 
4 109 
840 824 
(305) 91 
3 063 1450 
5 842 5 683 
2 025 1909 
7 867 7592 
10 930 9 042 
15740 24 430 
18 672 24 573 

riacs7)nse (143) § 


Etat des variations des capitaux propres 
(en milliers de dollars canadiens) 


Résultats non distribués au début de l’exercice 
Resultats global total de |l’exercice 


Résultats non distribués a la fin de l’exercice 


Les notes complémentaires font partie intégrante des états financiers. 


54 


Commission canadienne du lait 


Période de 12 mois terminée 


31 juillet 2012 


14 772 


(2 932) 


11 840 
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$ 


$ 


31 juillet 2011 


14 915 


(143) 


14 772 


$ 


$ 


Etat des flux de trésorerie 
(en milliers de dollars canadiens) 


Flux de trésorerie liés aux activités opérationnelles 
Entrées de trésorerie - ventes de biens 
Sorties de trésorerie - fournisseurs et autres 


Entrée de trésorerie - agences et offices provinciaux (mise en commun) 
Sorties de tresorerie - agences et offices provinciaux (excédent d'exploitation) 


Entrée de trésorerie - gouvernement du Canada 
Interéets verses sur les emprunts 
Flux de trésorerie liés aux activités opérationnelles 


Flux de trésorerie liés aux activités de financement 
Nouveaux emprunts aupres du gouvernement du Canada 
Remboursements d’emprunts au gouvernement du Canada 
Flux de trésorerie liés aux activités de financement 


Augmentation nette de la trésorerie (découvert bancaire) 
Découvert bancaire net au début de l’exercice 
Découvert bancaire net a la fin de l’exercice 


Elements : 
Tresorerie 
Découvert bancaire 


Les notes complémentaires font partie intégrante des états financiers. 
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Période de 12 mois terminée 


31 juillet 2012 


31 juillet 2011 


242055 § 273\333) S 
(298 965) (226 593) 
515 7 838 
(24 573) (14 385) 
4 668 4031 
(382) (521) 
(72 082) 44 203 
235 186 157 921 
(163 756) (201 000) 
71 430 (43 079) 
(652) 1124 
(1008) (2 132) 
(1660) $ (1008) $ 
134 S$ 146 §S 
(1794) (1154) 
(1660) $ (1008) S 
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Notes complémentaires 
Le 31 juillet 2012 


(en milliers de dollars canadiens, sauf indication contraire) 


1. Pouvoirs et objectifs 


La Commission canadienne du lait (CCL) a été 
créée en 1966 en vertu de la Loi sur la Commission 
canadienne du lait. Cette organisation est une société 
d'Etat fédérale désignée a la partie | de |'annexe III 
et a l'annexe IV de la Lo/ sur la gestion des finances 
publiques. Elle n'est pas soumise aux dispositions de 
la Loi de | impot sur le revenu. Elle est mandataire de 
Sa Majeste la Reine du chef du Canada et rend compte 
au Parlement par l’entremise du ministre d’Agriculture 
et Agroalimentaire Canada. 


La CCL a pour objectifs, d'une part, de permettre 
aux producteurs de lait dont l’entreprise est efficace 
d'obtenir une juste rétribution de leur travail et de 
leur Investissement et, d'autre part, d’assurer aux 
consommateurs Un approvisionnement continu et 
suffisant de produits laitiers. Pour atteindre ces 
objectifs, la CCL travaille de prés avec le Comité 
canadien de gestion des approvisionnements de 
lait (CCGAL), qu'elle préside, de méme qu'avec les 
gouvernements provinciaux et les offices provinciaux 
de mise en marche du lait. Cette collaboration est 
encadreée par des ententes fédérales-provinciales. 


La CCL est en partie financée par des crédits 
parlementaires. A ceux-ci s'ajoutent des fonds 
provenant des producteurs laitiers, du marché et des 
activites commerciales de la CCL. 
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2. Base de l’etablissement des états financiers 


Conformité aux Normes internationales 
d'information financiére (IFRS) 

Les présents états financiers ont été établis 
conformeément aux méthodes comptables de la 
norme IFRS 1, Premiere application des Normes 
internationales d'information financieres adoptees par 
la CCL pour ses @tats financiers annuels de |’exercice 
clos le 31 juillet 2012. 


ll s'agit des premiers états financiers annuels de la CCL 
en IFRS. La CCL a choisi le 1° aodt 2010 comme date 
de transition des principes comptables genéralement 
reconnus du Canada aux IFRS. Une explication de 
incidence de la transition aux IFRS sur les états 
financiers est présentée dans la note 15. Les principales 
methodes comptables utilisees lors de la préparation 
des présents états financiers sont resumées ala note 3. 


Les activites de la CCL s’échelonnent sur une année 
laitiere qui debute le 1° aodt et prend fin le 31 juillet. 


Sources majeures d’incertitude relative 

aux estimations 

La preparation d’états financiers conformes aux IFRS 
exige de la direction qu'elle établisse des estimations 
et pose des hypotheses ayant une incidence sur les 
montants de l’actif et du passif présentés, sur les 
informations fournies sur les actifs et les passifs 
eventuels ala date des états financiers et sur les 
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montants des produits et des charges presentes 
au cours de |’exercice. La valeur des stocks, des 
prestations de retraite et des avantages posterieurs a 
l'emploi et des instruments derives sont les elements 
les plus importants pour lesquels des estimations 
sont utilisées. Les montants réels pourraient différer 
de maniere importante des estimations actuelles. Ces 
estimations sont revues annuellement, et les revisions 
apportées aux estimations sont comptabilisées, le cas 
échéant, dans les états financiers au cours de l'exercice 
ou elles deviennent connues. 


Monnaie fonctionnelle et monnaie 

de presentation 

La monnaie fonctionnelle et la monnaie de 
présentation de la CCL sont le dollar canadien. 


3. Principales methodes comptables 


Trésorerie 
La trésorerie ne comprend que les fonds déposés dans 
des institutions financiéres. 


Instruments financiers 

Les actifs et les passifs financiers sont comptabiliseés 
initialement a leur juste valeur. Leur évaluation 
ultérieure dépend de leur classement, qui est deécrit ci- 
dessous. Ce classement dépend du motif d’acquisition 
ou d'émission des instruments financiers, de leurs 
caracteéristiques et de leur designation parla CCL. 
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Classement 


Clients et autres Préts et créances 


debiteurs 


Passifs financiers 
comptabilisés au codt amorti 


Découvert bancaire 


ce 
(a2) 
un 


Passifs finan 
comptabilisés au coat amorti 


Fournisseurs et 
autres créditeurs 


Emprunts aupres Passifs financiers 
du gouvernement comptabilisés au cod 
du Canada amorti 


Actifs et passifs Actifs et passifs financiers 
dérives a la juste valeur par le biais 
du resultat net 


Préts et creances 
Les préts et les creances sont comptabilisés au cout 
amorti a l'aide de la méthode du taux d'intérét effectif. 


Passifs financiers comptabilisés au 

cout amorti 

Les passifs financiers comptabilisés au coat amorti 
sont mesures au cout amorti a l'aide de la methode du 
taux d'interét effectif. 


Actifs et passifs financiers a la juste valeur par 
le biais du résultat net 

Les actifs ou passifs financiers classes comme e€tant a 
la juste valeur par le biais du résultat net sont évalueés 
a la juste valeur ala date de cldéture et les variations 
de la juste valeur sont comptabilisées en résultat net 
dans l'état des résultats et du résultat global. 


en milliers de dollars canadiens, sauf indication contraire) 


Couts de transaction 

Tous les coats de transaction attribuables a des actifs 
ou a des passifs financiers qui ne sont pas classes 
comme etant détenus a des fins de transaction sont 
inscrits a l’actif dans l’exercice au cours duquel ils 
sont engages. Les couts de transaction attribuables a 
des actifs ou a des passifs financiers qui sont classes 
comme etant détenus a des fins de transaction sont 
passes en charges dans |’exercice au cours duquel ils 
sont engages. 


Instruments financiers dérivés 
La CCL utilise des instruments financiers dérivés 
comme des contrats a terme pour contrer les effets 


néegatifs des fluctuations de change liées aux achats 
et aux ventes effectuées ou qu'elle prévoit effectuer en 
devises, ainsi que pour gérer ses soldes et ses besoins 
de tresorerie. Elle a pour politique de ne pas utiliser 


des dérivés autonomes a des fins de transaction ou 
de speculation. 


La CCL ne désigne pas ses contrats de change a 
terme comme éléments de couverture de ses actifs 
ou passifs sous-jacents, de ses engagements fermes 
ou de ses operations futures et n’applique donc pas 
la comptabilite de couverture. Par conséquent, les 
contrats de change a terme sont comptabilisés a l'état 
de la situation financiére a la juste valeur comme actifs 


lorsque les contrats sont en position de gain ou comme 
passifs lorsque les contrats sont en position de pertes. 
Les variations de la juste valeur de ces contrats sont 
constatées comme gains ou pertes dans les charges 
opérationnelles. 
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Stocks 

Les stocks sont comptabilisés au plus faible du cot, 
qui est le prix d’achat, ou de leur valeur de réalisation 
nette estimative. Le codt est déterminé selon la 
methode du premier entre, premier sorti, a l'exception 
des stocks du plan B, dont le cout est détermineé en 
utilisant une identification spécifique de leurs codts 
individuels. En cas d'augmentation ultérieure de la 
valeur des stocks, toute dépréciation a leur valeur 


nette de realisation fait l'objet d'une reprise pouvant 
atteindre au maximum le codt d’achat. La reprise est 


constatée comme une réduction du codt des ventes et 
une augmentation de la valeur nette des stocks. 


Les stocks ne comprennent pas les frais d'entreposage, 


gui sont passes en charges lorsqu’ils sont engages. 


Distribution aux (recouvrements auprés des) 
agences et offices provinciaux de mise en 
marche du lait 

Les distributions aux (recouvrements auprés des) 
agences et offices provinciaux de mise en marche 
du lait représentent la marge (la perte) brute sur les 
ventes, al’exclusion des ventes de beurre importe. Les 
distributions aux (recouvrements aupreés des) agences 
et offices provinciaux de mise en marché du lait sont 


comptabilisées a titre de charge (produits) de l'exercice 


ou elles sont déterminées. 


Produits 

Produits des ventes 

Les produits generes par les ventes au Canada et a 
l'étranger sont comptabilises lors de l’expeédition des 
marchandises. 


Notes complémentaires 
Le 31 juillet 2012 


(en milliers de dollars canadiens, sauf indication contraire) 


Financement provenant des mises en commun 
Le financement provenant des mises en commun du 
lait est comptabilisé a titre de produit dans la période 
au cours de laquelle les services sont rendus. 


Financement par le gouvernement du Canada 

Le financement provenant du gouvernement du 
Canada est comptabilise a titre de produit dans la 
période au cours de laquelle les charges sont engagees. 


Services d'audit 
Les produits provenant des services d’audit sont 
comptabilisés dans la période au cours de laquelle le 
service est rendu. 


Coat des ventes 

La CCL achéte, au prix de soutien canadien ou aux prix 
qu'elle établit, selon les marches de revente prevus, 
tout le beurre et toute la poudre de lait écrémeé qui lui 
sont offerts, al’exception d'une partie du beurre qu'elle 
importe au prix du marche international. Ces coUts sont 
imputes au cout des ventes lorsque la marchandise est 
expediée aux clients. 


Conversion des devises 

Toutes les transactions en devises sont converties en 
dollars Canadiens au taux de change en vigueur ala 
date de la transaction. 


Les comptes clients et les comptes fournisseurs libellés 
en devises sont ajustes selon le taux de change en 
vigueur a la date de cloture. Les gains ou pertes de 
change correspondants sont comptabilisés dans les 
charges opérationnelles, 
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La plupart des ventes et des achats effectues en 
devises correspondent a des contrats de change 
a terme (voir la rubrique « Instruments financiers 
dérivés » ala p. 57 et la note 12 - Instruments financiers 
- risque de change). 


Avantages du personnel 

Prestations de retraite 

Presque tous les employés de la CCL sont affiliés au 
Régime de retraite de la fonction publique (le Regime). 
ll s'agit d'un régime contributif établi par la loi dont 
le gouvernement du Canada est le promoteur. Les 
employes et la CCL doivent verser des cotisations 
au Régime pour financer le codt des services rendus 
au cours de l’exercice. Aux termes des textes de lol 
en vigueur, la CCL n’a aucune obligation juridique ou 
implicite de verser des cotisations supplementaires 
pour financer le codt des services passés ou un déficit 
de capitalisation du Regime. Par consequent, les 
cotisations sont passees en charges dans l’exercice au 
cours duquel les employes rendent les services et elles 
representent l’obligation totale de la CCL au titre de 
prestations de retraite. 


Avantages posteérieurs a |'emploi 

Les employes admissibles ont droit a des avantages 
postérieurs a l'emploi en vertu des contrats de travail 
et des conditions d'emploi établies. Le codt de ces 
avantages est comptabilisé a mesure que les employes 
rendent les services nécessaires pour gagner le droit 
aux avantages. Les obligations relatives aux avantages 
auxquels les employes ont droit sont calculées par 
la direction. 


Commission canadienne du lait 


Programme de bourses 

Les sommes versées en bourses sont passées 
en charges dans |’exercice au cours duquel les 
établissements d'enseignement satisfont aux critéres 
d’admissibilite et les ententes sont conclues. 


Futures normes comptables (normes publiées, 
mais non encore en vigueur) 

Certaines nouvelles normes comptables, de méme que 
des modifications, ont ete publiées, mais ne sont pas 
obligatoires pour la période considérée. A la date des 
presents états financiers, les normes et modifications 
applicables suivantes avaient eté publiees, mais 
n'étaient pas encore en vigueur. 


@ LIAS 19, Avantages du personnel, s'appliquera aux 
exercices ouverts a compter du 1" janvier 2013; 


@ IFRS 9, Instruments financiers, s'appliquera aux 
exercices ouverts a compter du 1* janvier 2015; 


@ IFRS 7, Instruments financiers : Informations 
a fournir, S'appliquera aux exercices ouverts 
a compter du 1° janvier 2013 dans le cas 
de l’amélioration des informations sur la 
compensation des actifs et des passifs financiers 
et aux exercices ouverts a compter du 1" janvier 
2015 dans le cas des informations a fournir sur la 
premiere application de la norme IFRS 9; 


® LIAS 32, Instruments financiers : Présentation, 
s'appliquera aux exercices ouverts a compter du 
1" janvier 2014; 
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(en milliers de dollars canadiens, sauf indication contraire) 


@ IFRS 13, Evaluation a Ia juste valeur, s'appliquera 
aux exercices ouverts a compter du le 1° janvier 
2013. 


La CCL évalue actuellement les répercussions de 
l'adoption de ces normes sur ses états financiers. 


4. Stocks 


En vertu du paragraphe 9(1) de la Loi sur la Commission 
canadienne du lait, ja CCL administre les programmes 


Stocks en dollars : 


Le 31 juillet 2012 


Plan B: 
Beurre 


Poudre de lait €crémé 


Autre beurre 


Autre poudre de lait ecrémeé 
Moins : provision pour 


depreciation des stocks 


Valeur nette de réalisation totale 


Stocks en tonnes : 


Le 31 juillet 2012 


Plan B: 

Beurre 

Poudre de lait écreémé 
Autre beurre 


Autre poudre de lait écrémé 


intérieurs de saisonnalité qui comprennent l’achat et 
a vente des stocks du plan B (beurre et poudre de lait 
écrémé). Comme le prévoient les ententes du plan 
B avec les fabricants, la CCL achéte les produits des 
fabricants. Bien que les fabricants aient l’obligation 
contractuelle de racheter les stocks du plan B durant 
‘annee civile aux prix de soutien en vigueur, la CCL 
n'a pas l’obligation de les vendre aux fabricants. La 


Commission a toutefois |’‘habitude d’honorer les 


demandes de rachat. 


Le 31 juillet 2011 Le 1" aout 2010 


107143 $ 695245 77 449 § 
8785 10 477 10 103 
15 004 635 21686 
29 396 13 686 26849 
160 328 94 322 136 087 

(433)" Sts =. (859) 

159 888 $ 94 322 135 228 $ 


Le 31 juillet 2011 Le 1" aodt 2010 


14 706 3650 LOMSOS 
1387 1671 (i635 
2110 104 4 261 

22 64) WSs 230/35) 
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Le montant des stocks passé en charges durant 
l'exercice considéré s'élevait a 215,92 MS (31 juillet 2011 : 
250,93 MS) et est présenté a l'état des résultats et du 
resultat global au poste cout des ventes (au Canada et 
a l’exportation). 


5. Déecouvert bancaire 


La CCL a etabli une marge de credit auprés d'un membre 
de l'Association canadienne des paiements. Le ministre 
des Finances a autorisé la CCL a établir cette marge 
de crédit jusqu’a 50 MS pour avancer des fonds aux 
agences et offices provinciaux de mise en marché du 
lait. Au cours de l'année laitiére, la limite disponible de 
la marge de crédit peut varier jusqu’a un maximum de 
25 MS (25 MS au 31 juillet 2011 et S MS au 1" aodt 2010). 


Le découvert bancaire contracté avec cette marge 


de crédit est payable 4 vue et porte intérét au taux 
préférentiel de 3,00 % par année au cours de la période 
considérée (de 2,75 a 3,00 % au 31 juillet 2011 et de 2,25 
a 2,75 % au 1* aovt 2010). 


6. Emprunts aupres du gouvernement 
du Canada 


Les emprunts aupres du Trésor du gouvernement 
du Canada, jusqu’a un maximum de 165 MS (175 MS 
au 31 juillet 2011 et 175 MS au 1° aot 2010), servent 
a financer les activités d'exploitation de la CCL. Les 
emprunts individuels sont remboursables au cours de 
l'année qui suit la date de |'emprunt. Le capital et les 


interéts courus sont rembourses regulierement durant 


l'exercice lorsque les fonds sont disponibles. 


oO 
eo) 
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(en milliers de dollars canadiens, sauf indication contraire) 


Les interéts simples sur les emprunts sont calcules aux 
taux normaux établis pour les sociétés d’Etat parle 
gouvernement et sont fonction du taux de rendement 


des derniers bons du Tresor comparables emis plus un 
huitieme d'un pour cent. 


Les taux d'interét et les charges d'intéréts 
étaient les suivants : 


31 juillet = 31 juillet 1 aout 
2012 2011 2010 

Taux 
d'interét 
Minimum 095%  0,39% 0,30 % 
Maximum 1,17 % 1,13 % 1,42 % 
Charges 
d'intéréts 5805 514$ 379 


7. Informations sur le capital 


Le capital de la CCL est compose des emprunts qu'elle 
a effectués aupres du gouvernement du Canada 
(note 6) et des résultats non distribués. Au 31 juillet 
2012, ces comptes totalisaient 127,28 MS (55,85 MS au 
31 juillet 2011 et 98,93 MS au 1° aodt 2010) et 1,84 MS 
(14,77 MS au 31 juillet 2011 et 14,92 MS au 1" aotit 2010), 
respectivement. La CCL n'est pas assujettie a des 
exigences en matiere de capital imposées de |’extérieur. 


Le principal objectif de la CCL dans la gestion de 
son capital est de disposer de liquidités sufisantes 
pour s'acquitter de ses obligations financiéres au 
moment ou elles sont exigibles et pour financer des 
programmes a l'intention de l'industrie laitiére. La 
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CCL adapte de facon continue sa stratégie de gestion 
du capital, en tenant compte des fluctuations des 
montants au cours de l’exercice. Elle n'utilise pas de 
mesures quantitatives pour surveiller son capital. Sa 
Stratégie de gestion du capital et la composition de son 
Capital n'ont pas change depuis |’exercice precedent. 


8. Gains et pertes de change 


Les ventes a l’exportation comprennent des montants 
qui représentent des gains nets ou des pertes nettes 
resultant de la conversion des soldes découlant 
d'opeérations libellées en devises. 


De plus, le codt des ventes au Canada comprend des 
montants qui représentent des gains nets ou des 
pertes nettes résultant de la conversion de soldes 
découlant d’opérations libellées en devises. 


31 juillet 2012 31 juillet 2011 
Gain net 
(perte nette) 
Ventes a 
l'exportation 57S 2015 
Coat des ventes 
au Canada 4755 (136) $ 


9. Financement provenant des mises 

en commun 
En tant que mandataire charge de |’'administration de 
l'Entente globale sur la mise en commun des revenus 
du lait (une entente fédérale-provinciale), la CCL 
recueille et redistribue les revenus des producteurs 


provenant du marche. Pour ces services, la CCL 
recoit des producteurs un montant annuel fixe qui 
compense les frais d’administration de l'entente ainsi 
que l'estimation des frais de possession des niveaux 
normaux des stocks de beurre. De plus, la CCL recoit 
un remboursement des frais directs compris dans 
l'entente, y compris les frais de possession des stocks 
de beurre excédentaire. 


10. Financement par le gouvernement 
du Canada 

Le financement des frais d'administration de la CCL est 
partage entre le gouvernement fédéral, les producteurs 
laitiers, les activités commerciales et le marché. Durant 
la période considérée, le gouvernement du Canada a 
payé 4,67 MS (4,03 MS au 31 juillet 2011) des frais 
d'administration de 7,87 MS (7,59 MS au 31 juillet 2011) 
de la CCL. 


11. Salaires et avantages du personnel 


Les salaires et avantages du personnel 
comprennent : 


31 juillet 31 juillet 
2012 2011 

Charges Salariales 47025 4648S 
Cotisations au 757 689 
regime de retraite 
Charges au titre de 2S) 218 
l'assurance-maladie 
Autres 154 128 
Total 58425 5 6835 
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(en milliers de dollars canadiens, sauf indication contraire) 


Régime de retraite 

Presque tous les employés de la CCL sont affiliés au 
Regime de retraite de la fonction publique (le Régime). 
Il s'agit d'un régime contributif établi par la loi dont 
le gouvernement du Canada est le promoteur, Les 
employes et la CCL doivent verser des cotisations au 
Regime. Le president du Conseil du Trésor du Canada 
établit les cotisations de l’employeur, lesquelles 
representent un multiple des cotisations des employes. 
Le taux de cotisation général en vigueur 4 la cloture 


de l’exercice était de 1,74 fois le taux de l’employé 
(1,86 fois pour l'exercice précédent). Le montant total 
des cotisations de 0,61 MS (contre 0,55 MS au 31 juillet 
2011) a été comptabilité en charges dans |’exercice 
considere. 


Le gouvernement du Canada est tenu par la loi de 
verser des prestations associées au Régime. Les 
prestations de retraite s'accumulent sur une période 


Obligations constituées au titre des avantages au 
début de l’exercice 


Avantages servis au cours de la période 


Augmentation (diminution) de |’obligation 
durant |’exercice 


Obligations constituées au titre des avantages 
a la fin de l’exercice 


maximale de 35 ans au taux de 2 % par année de 
service Ouvrant droit a pension, multiplié par la 
moyenne des cing meilleures années de salaire 
consecutives. Les prestations sont intégrées aux 
prestations du Regime de pensions du Canada et 
du Regime de rentes du Québec et sont indexées 


al'inflation. 


Avantages postérieurs a I’emploi 

La CCL sert des avantages postérieurs a l'emploi a ses 
employes admissibles selon le nombre d’années de 
service et leur salaire au moment de leur départ. Ce 
regime nest pas Capitalisé et ne détient donc aucun 
actif, ce qui conduit a un deficit equivalent al’obligation 
constitueée au titre des avantages. Les prestations 
sont versées grace a des crédits futurs et a d'autres 


Sources de revenus. Le tableau suivant présente des 


informations sur le regime, ala date de cloture. 


31 juillet 2012 31 juillet 2011 1 aout 2010 
10835 12945 LAWS 
(487) (131) (21) 
ai _ (80) 2385 

5965S 1083 $ 12945 
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La CCL a estimeé que, sur son obligation totale ala 
cloture, aucun montant n’était exigible au cours du 
prochain exercice (0,44 MS au 31 juillet 2011 et 0,12 MS 
au 1" aout 2010). 


12. Instruments financiers 


Les activités courantes de la CCL exposent ses actifs et 
ses passifs financiers a des risques. Les risques auxquels 
a CCL s'expose en raison de ses instruments financiers 
sont presenteés ci-apres avec les objectifs, politiques et 
procedures de gestion des risques de la CCL. 


Risque de marché 


Le risque de marche est le risque que les fluctuations 
des prix du marché, notamment les variations des taux 
de change et des taux d’intérét, aient une incidence 
sur les produits de la CCL ou la valeur des instruments 
financiers qu'elle détient. 


Risque de change 

La CCL réalise des transactions internationales, ce qui 
l'expose aux risques de marché liés aux fluctuations 
des cours de change. La CCL limite ces risques en 


établissant ses contrats uniquement en dollars 
americains ou canadiens. La gestion du risque de 
change de la CCL comprend l'utilisation de contrats 
de change a terme qui fixent les taux de change pour 


certaines devises. La CCL conclut périodiquement des 
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contrats de change a terme pour limiter ses risques liés 
aux fluctuations des cours de change entre les dollars 
canadien et ameéricain. 


A la date de cléture, la valeur notionnelle des 
contrats de change a terme de la CCL qui etaient 
toujours en circulation totalisait l’equivalent de 
6,45 MS CA (contre 18,12 MS CA au 31 juillet 2011 et 
1,40 MS CA au 1° aotit 2010). Ces contrats arriveront a 
éecheance durant la période close le 31 décembre 2012. 
Les echeances de ces contrats de change a terme 
correspondent aux dates estimatives auxquelles 
la CCL s’attend a toucher le produit en devises des 
contrats de ventes al’exportation ou auxquelles les 
paiements des achats en devises sont exigibles. 


La juste valeur des instruments financiers dérivés 


de la CCL est déterminee selon les taux de change 
publiés par la Banque du Canada en vigueur ala date 
de cloture. Au 31 juillet 2012, les contrats de change a 
terme de la CCL s’établissaient comme suit : 


Ventesde Achats de 31 juillet 2012 
devises devises SUS Sg 
SUS SiGA 1930S 1990S 
SCA SUS 45055 45795 
62 


Les autres charges (recouvrements) comptabilisées 
au poste Charges opérationnelles de |’état des 
résultats et du résultat global comprennent un 
montant de 0,22 MS qui représente les gains nets 
réalisés durant |’exercice considéré (contre des pertes 
nettes de 0,22 MS au 31 juillet 2011) provenant de la 
détermination de la juste valeur des instruments 
financiers dérives de la CCL. 


L'exposition de la CCL au risque de change s’etablit 
comme suit, selon les montants equivalents en dollars 


Canadiens : 
SCA 31 juillet 31 juillet 1° aoat 
2012 2011 2010 
Comptes clients 25745 56325 a57 Ss 
Comptes 
fournisseurs - - (357) 
Actif (passif) 
dérivé net (7) (22) (3) 
Exposition 
nette 25675 5205S Boy S 
31 juillet 2011 1° aout 2010 
Sus Ses SUS SCA 
45215 43205 10025 10305 
14 4395 13796 $ 3615 sls 
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Selon l’exposition nette au 31 juillet 2012, et en prenant 
pour hypothese que toutes les autres variables 
demeurent constantes, si le dollar canadien s'‘etait 
apprecie de 10 % par rapport au dollar américain, le 
benefice net de la période close le 31 juillet 2012 aurait 
augmenté de 0,52 MS (contre une augmentation de 
1,74 MS au 31 juillet 2011). Inversement, une diminution 
de 10 % de la valeur du dollar canadien par rapport au 
dollar américain aurait eu un effet égal, mais inverse 
durant la meme période. 


Risque de taux d’intérét 

Le risque de taux d’inteérét est le risque qu'un actif 
financier assorti d'un taux d'intérét fixe perde de la 
valeur ala suite d'une augmentation des taux d'interét 
ou qu'un passif financier a taux d’intérét variable 
entraine une augmentation des sorties de fonds a 
cause d'une augmentation des taux d'intérét. A part la 
marge de crédit, dont le taux d'intérét varie en fonction 
du taux préférentiel, et les emprunts aupreés du 
gouvernement du Canada, dont les taux varient selon 
le taux de rendement des bons du Trésor comparables, 
la CCL n'a pas d’actifs ou de passifs financiers qui sont 
exposes ace risque. Lexposition de la CCL au risque 
de taux d'interét n'est pas importante, car les taux 
d'intérét de ses emprunts sont faibles. 


Autre risque de prix 

L'autre risque de prix est le risque que la juste valeur 
ou les flux de trésorerie futurs d'un instrument 
financier fluctue en raison de variations des prix du 
marche autres que celles qui decoulent du risque de 
taux d'interét ou du risque de change. La CCL n'est pas 
exposée ace type de risque. 
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Risque de liquidité 
Le risque de liquiditée est le risque que la Commission 
ne puisse pas remplir ses obligations financiéres a 
leur échéance. A la date de cléture, presque tous les 
actifs et les passifs de la CCL étaient courants et son 
ratio était de 1,09 (contre 1,18 au 31 juillet 2011 et 1,13 
au 1° aodt 2010). Pour gérer son risque de liquidité, la 
CCL avait acces, en date du 31 juillet 2012, a d'autres 
emprunts aupres du gouvernement du Canada pour 
ses activites commerciales se chiffrant a 37,72 MS 
(contre 119,15 MS au 31 juillet 2011 et 76,07 MS au 
1° aodt 2010) et 4 3,21 MS sur sa marge de crédit pour 


la mise en commun des revenus du marché (contre 
3,85 MS au 31 juillet 2011 et 2,69 MS au 1* aodt 2010). 


Risque de crédit 

Le risque de credit est le risque qu'une perte soit 
causeée par un client qui ne remplit pas ses obligations 
financieres envers la CCL. Le risque maximum de crédit 
est la valeur comptable des soldes des comptes clients 
et des comptes de mise en commun, déduction faite 
de toute provision pour pertes. La CCL gere ce risque au 
moyen de plusieurs stratégies, y compris la vente apres 
paiement et |’obtention de garanties bancaires et de 
lettres de credit. Tant au 31 juillet 2012, qu’au 31 juillet 
2011 et qu'au 1° aout 2010, la CCL n’avait comptabilise 
aucune provision pour créances douteuses et tous ses 


comptes clients étaient exigibles a court terme. 


La CCL est exposée au risque de crédit quand elle conclut 
des contrats de change et que l'autre partie manque a 
son obligation, l’amenant de ce fait a subir une perte 
financiére. Son risque de crédit maximum correspond 


a la valeur comptable de l’actif dérivé. La CCL gére son 
risque de crédit en concluant des contrats de change 
uniquement avec de grandes institutions financiéres 
canadiennes. Jusqu’a maintenant, aucune partie n'a 
manque a ses obligations financiéres envers la CCL. 


Justes valeurs 

La valeur comptable de la trésorerie, des comptes 
clients, du découvert bancaire, des comptes 
fournisseurs et des charges a payer se rapproche de 
eur juste valeur en raison de l’échéance immédiate 
Ou a court terme de ces instruments financiers. A la 
date de cloture, aucun montant n'était comptabiliseé 
dans l'état des résultats et du résultat global pour 


representer les variations de la juste valeur de ces 


instruments financiers. 


Hiérarchie des justes valeurs 

Les instruments financiers comptabilisés a la juste valeur 
dans l'état de la situation financiére sont classés selon 
une hiérarchie de la juste valeur qui refléte l'importance 
des donnees utilisées pour évaluer ces instruments. La 
hiérarchie de la juste valeur, qui n'est pertinente que dans 


e contexte des instruments financiers dérivés de la CCL, 
se compose des niveaux suivants : 


Niveau 1: évaluation fondée sur des prix (non rajustés) 


cotés sur des marchés actifs pour des actifs ou passifs 
identiques. 


Niveau 2: techniques d'évaluation fondées sur des 
données autres que les prix cotes vises au niveau 1, 
qui sont observables pour I’actif ou le passif concerne, 
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soit directement (c.-a-d. en tant que prix), soit 
indirectement (c.-a-d. dérivées des prix). 


iveau 3: techniques d'évaluation utilisant des 
données relatives a l’actif ou au passif qui ne sont 


pas fondées sur des données de marché observables 
données d’entrée non observables), 


Les instruments financiers derives de la CCL évalués 
a leur juste valeur sont classés au niveau 2 de la 
hiérarchie a la juste valeur (niveau 2 au 31 juillet 


2011 et au 1" aout 2010). Les changements apportés 
aux meéthodes d’évaluation peuvent entrainer des 
transferts entre les niveaux 1, 2 et 3. Durant les 
periodes closes le 31 juillet 2012, le 31 juillet 2011 et 
le 1°" aout 2010, il n'y a eu aucun transfert entre 


les niveaux. 


13. Engagements 
a) Initiatives de I'industrie 


31 juillet 317 juillet 1aout 
Sommaire: 2012 2011 2010 
Lait canadien 
de qualit 9455 17615 DPSS, 
Fonds 
d'investissement 
partage 938 2 000 4 000 
Grappe de 
recherche laitiere 500 1000 1000 
Etude sur l'iode 116 231 340 
Programme de 
bourses 1700 3 000 0 
Engagement 
total 4199S 7992S 7AGSES 
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Lait canadien de qualité (LCQ) 

|| s'agit d'un programme d’assurance de la qualité du 
lait cru ala ferme. La CCL a accepté de financer une 
partie de ce programme en vertu d'une entente qui a 
débute le 1" aodt 2007 et qui a été prolongée jusqu’au 
31 juillet 2014. Selon cette entente, la CCL contribuera 
un maximum de deux cents dollars par ferme 
admissible jusqu’au 31 juillet 2013 et un maximum 
de cent dollars jusqu’au 31 juillet 2014. En plus de ses 


contributions par ferme, la CCL a convenu de fournir 
un financement de 0,10 MS au systéme national de 
gestion électronique du programme LCQ. 


Fonds d’investissement partagé 

La CCL finance et administre le Fonds d'investissement 
partage qui permet d’octroyer des contributions non 
remboursables a des societeés enregistrees au Canada 
ou a des centres de technologie alimentaire pour le 
developpement de produits, selon un mécanisme de 
partage des investissements. Le programme a pris fin le 
31 juillet 2012. ll a été reconduit jusqu’au 31 juillet 2014. 


Grappe de recherche laitiére 

Cette initiative, que l'on doit aux Producteurs laitiers 
du Canada, aide les principaux organismes agricoles 
dirigeés par l'industrie a mobiliser leurs ressources 
scientifiques et techniques nationales pour créer des 
grappes qui soutiendront l'innovation afin d’améliorer 
la rentabilité et la compétitivité de leur secteur. La 
CCL a accepte de financer une partie de ce projet en 
vertu d'une entente qui a débuteé le 1° juillet 2010 et 
qui prendra fin le 31 mars 2013. Selon cette entente, la 
CCL a accepteé de verser 1,50 MS entre le 1" janvier 2010 
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et le 31 mars 2013 pour aider a financer ce projet des 
Producteurs laitiers du Canada qui est doté d'un budget 
de 11,80 MS et qui a été approuve dans le cadre de 
l'initiative des grappes agroscientifiques canadiennes 
du Programme de stimulation de |’agro-innovation 
d'Agriculture et Agroalimentaire Canada. 


Etude sur l’iode 

La CCL a accepté de verser un maximum de 0,34 MS 
aux Producteurs laitiers du Canada pour financer une 
analyse des niveaux d'iode dans le lait des reservoirs 
des fermes laitieres durant une période de trois ans 
allant du 1* aodt 2010 au 31 juillet 2013. 


Programme de bourses 

La CCL finance un programme de bourses d'études 
supérieures depuis le 1° aodt 2011. La CCL accorde sur cing 
ans des bourses d'une valeur totale de 3,00 MS dans les 
etablissements participants d'un ocean a l'autre. 


b) Engagements d’achat 

Au 31 juillet 2012, la CCL s'éetait engagée a acheter 
certaines quantites de beurre et de poudre de lait ecreme. 
Ces engagements représentent environ 2,01 MS (contre 
4,88 MS au 31 juillet 2011 et 0,42 MS au 1° aovit 2010) et 
doivent étre realises d'ici a septembre 2012. 


c) Contingent tarifaire du beurre établi 

par l’OMC 

Aux termes de |’Entente de |'OMC de 1994, le Canada 
a mis en place des contingents tarifaires pour un 
certain nombre de produits laitiers. Ces contingents 
determinent les quantités de produits entiérement 
ou partiellement exempts de tarifs douaniers a 
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'importation. Avec |’aval de l'industrie, la CCL recoit ces 
importations de beurre depuis 1995 conformément au 
permis fédéral, et les achemine au secteur alimentaire 
par l'intermédiaire des fabricants de beurre. Le 
contingent tarifaire de beurre derneurera a 3 274 tonnes 
en 2013. Les prix mondiaux au moment de |’achat 
détermineront le montant des engagements financiers. 


Pour |'exercice clos le 31 juillet 2012, le cot total d’achat 
du beurre importé en vertu des engagements envers 
l'OMC s'élevait 415,49 MS (contre 14,47 MS au 31 juillet 
2011 et 10,20 MS au 1" aoit 2010). 


d) Contrat de location simple 

La CCL occupe ses bureaux en vertu d'un bail a long 
terme signé avec Agriculture et Agroalimentaire 
Canada qui vient a échéance le 31 mars 2017. Ce 
bail contient des modalités qui couvrent les frais 
d'entretien et les impots fonciers. A la discrétion de 
la CCL, ce bail peut étre reconduit automatiquement 
pour une période de cing ans avec la révision éeventuelle 
du loyer pour tenir compte du marché locatif 
conformeément a la politique du Conseil du Trésor sur 
les biens immobiliers. 


Les paiements minimaux au titre de la location 
suivants sont exigibles : 


31 juillet 31juillet 1° aodt 
2012 © 2011 2010 


Moins d'un an 3515 2085 312S 
Plus d'un an et 
moins decingans 12895 Os 2085 
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14. Transaction avec des parties liées 


Entités du gouvernement du Canada 

La CCL, aux termes de la Lo/ sur la Commission 
canadienne du lait, est mandataire de Sa Majesté la 
Reine du chef du Canada. Ceci fait du gouvernement du 
Canada le propriétaire de droit de la CCL et lui confére 
une Influence notable sur les activités de la CCL. 


La CCL est apparentée par voie de propriété commune a 
tous les ministéres, organismes et sociétés d'Etat créés 
par le gouvernement du Canada. La CCL conclut des 
operations avec ces entités dans le cadre normal de ses 
activites, selon des conditions commerciales normales. 


Conformeément a l’exemption quant aux informations 
a fournir concernant les « entités liées a une autorité 
publique », la CCL est exemptée de certaines 
obligations en matiére d'information a fournir de 
lanorme IAS 24 en ce qui a trait aux transactions et 
soldes impayés avec les parties liées suivantes : 


®@ une autorite publique dont elle est sous le contrdle, 
le contrdle conjoint ou l'influence notable; 


® une autre entite qui est une partie liée du fait que 
les deux entités sont sous le contrdle, le contrdle 


conjoint ou l’influence notable d'une méme 


+ 


autorité publique. 


Sur la base de cette exemption, la CCL n'a pas 
presente davantage de détails sur ses transactions 
conclues dans le cadre normal de ses activités avec 
le gouvernement du Canada et les ministéres, ni avec 
es sociétés d'Etat fédérales qui ne sont pas jugées 
importantes, tant individuellement que collectivement. 


Les transactions avec les parties liées telles que 
les charges au titre des avantages du personnel 


(cotisations au Régime (note 11)), la location de bureaux 
et les services professionnels sont comptabilisées a 
leur valeur d'échange et ont atteint 1,78 MS durant la 
periode considérée (contre 1,64 MS au 31 juillet 2011). 


Les emprunts aupres du gouvernement du Canada 
contractes a des conditions établies pour les sociétés 
d'Etat (note 6) sont comptabilisés a la valeur 
comptable en raison de |’absence de données de 
marche observables et représentent la plus grande 
partie des transactions avec des parties liées de la CCL. 


Des transactions importantes, a |’exclusion des 
emprunts, ont ete conclues avec les parties liées 
Suivantes : 


entre: mubliques 31 juillet 31 juillet 


2012 2011 
Travaux publics 
et Services 
gouvernementaux Canada = =1123S 10375 
Agriculture et 
Agroalimentaire Canada 5435 570 S 


Principaux dirigeants 

Le chef de la direction, le président et le commissaire, 
ains! que les trois directeurs, sont les principaux 
dirigeants de la CCL. 


Aucun pret ni aucune autre transaction avec les 
parties lies impliquant les principaux dirigeants ne 
demeurailent impayes au 31 juillet 2012. Aucun prét 
ni aucune autre transaction de ce type n'ont eu lieu 
durant la periode considérée. 


Le passif au titre des avantages postérieurs a l'emploi 
des principaux dirigeants était de 0,21 MS au 31 juillet 
2012 (contre 0,21 MS au 31 juillet 2011 et 015 MS au 
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1 aodt 2010). Il a été comptabilisé dans les avantages 
posterieurs al’emploi al’état de la situation financieére. 


La remuneration des principaux dirigeants pour 
l'exercice clos le 31 juillet 2012 se chiffre a 0,76 MS 
(contre 0,68 MS au 31 juillet 2011), 


15. Transition aux IFRS 


La CCL a adopté les IFRS le 1" aodit 2011 et a fixé la 
date de transition au 1" aodt 2010. Avant |’adoption 
des IFRS, la CCL préparait ses états financiers 
conformément aux PCGR du Canada. La CCL a préparé 
un état d’ouverture de la situation financiére en IFRS a 
la date de transition du 1° aodt 2010. 


Les presents états financiers ont été dressés en utilisant 
des méthodes comptables qui sont conformes aux 
exigences contenues dans |'IFRS 1, Premiere application 


des Normes internationales d'information financieére, qui 
s'applique ala premiére mise en ceuvre des IFRS. LIFRS1 


exige que les mémes meéthodes soient appliquées pour 
toutes les périodes présentées et que lesdites méthodes 
soient conformes a chaque IFRS en vigueur a compter 
de la fin du premier exercice pour laquelle une entité 
presente de l'information financiére selon les IFRS, soit 
le 31 juillet 2012 dans le cas de la CCL. 


Un examen detaillé de tous les elements des états 
financiers de la CCL qui pourraient étre touchés par 
‘adoption des IFRS a permis de déterminer qu'aucun 
ajustement ni aucun choix n'était requis. Létat de 
a situation financiére en IFRS de la CCL ne contient 
donc aucune modification dans la présentation ou les 
montants par rapport al’état de cloture de la situation 
financiére avant l’adoption des IFRS (1 aout 2010 par 
rapport au 31 juillet 2010), 


Production QMM* 


Besoins 
canadiens 
Ol 179,66 182,08 180,14 
201 166, 188.73 189.49 
011-2012 196,18 19 


QMM moyen ponderé, incluant le Programme d'innovation en matiere de 
produits laitiers 
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Production de lait* (millions de kg de m.g.) 


2010-2011 2011-2012 

fe ATT Tocco coc. poccnoncniuoceirciodce trodog onenainonotticia io mondnnabantecl 
Consommation Transformation Total Consommation Transformation Total 
ee 1) 0,38 1,90 1,48 0,40 1,88 
le-du-Prince-Edouard 0,56 3,42 3,98 0,55 3,50 4,05 
Nouvelle-Ecosse a 4,00 AS 6,75 510 293i 6,87 
louveau-Brunswick 2,63 Dey a0.) 2,04, oo eee ea ee 
Quebec eae | 263 . 90,68 117,00 | 26,37 eos | 92,28 | . 118,65 
“Ontario =” 4730 52,41 S971 i aor ay 
onicha 437 70 irr ee 
Saskatchewan . Z53 Sele) 8,55 oo 2,59 pe Pw : 6,46 9,05 
Alberta . | 14,76 (O35 | 25 = 15,04 7 11,35 Tate 26,39 
Colombie-Britannique wees 14,15 GIS! 25,34 13,69 12; Sik 26,60 


186,87 


* Avant la mise en commun 


Tableaux et donnees 


Nombre de fermes et de vaches et production totale 


Nombre de Production totale” 
Nombre de fermes a an 
ne a vaches (millers) >) (millions deike de me.)) 
2007-2008 14 036 998,5 300,17 
2008-2009 1B 587; 978 ,4 298,41 
2009-2010 13 214 981,0 300,82 
2010-2011 12 965 987,0 305,67 
2011-2012 12 746 385)3 314,12 
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Mandate of the Canadian Dairy Commission 


Under the Canadian Dairy Commission Act, the CDC’s legislated objectives are: 


to provide efficient producers of milk and cream with the opportunity to 
obtain a fair return for their labour and investment; and 


to provide consumers of dairy products with a continuous and 
adequate supply of dairy products of high quality. 


Commission staff is available to serve you, 
in either official language, from 8 a.m. to 
4:30 p.m. Eastern time, Monday to Friday 
(statutory holidays excluded). 


Mission statement 


To enhance the vitality of the Canadian dairy industry 
for the benefit of all stakeholders. 


Values 


Integrity, leadership, respect and dignity, professionalism. 


Communications Catalogue No.: A88-2013 
Canadian Dairy Commission 

Building 55, NCC Driveway 

Central Experimental Farm Design and production: 


ISSN: 0382-3229 


360, Carling Ave. Element Design and Communications 
Ottawa, ON K1A 022 
Printing: Gilmore Printing Services Inc., 


Telephone: (613) 792-2000 printed in Canada 


TTY: (613) 792-2082 
Facsimile: (613) 792-2009 
E-mail: cde-ccl@cdc-ccl.gc.ca 
Internet: www.cde-ccl.gc.ca 


Table of Contents 


AB Iuble Ra Me Midd tes heal sce ee oda sce. eer avs ovate vast ales cobeaabeestaest aigeaPais acces 2 

Psat ert Arey MENG Fe Ute veer en ee nclGodr asia cheapiasiaar MRE South weseteiveietawbete 4 

Asie clive lied ry Lh eM WO UIANS SION assests dose favasecsssacesesovacseraveedoroedl cselentaesteetetec cols 8 

are alice mr ee tet ay cea utara vil rath gun tharnunae th eM ueek ee g 

RS SEST hil oa08 3% se cline aera rea ae 3 

WOUIES soe 800, ty cata eae eect ERE cece ee 9 

SLUTS NEE § ah ce Aaa ee CO el 10 

es Gar ctelhsin eat MASTERY Se cesescsonssansoacucvntincsnssiuptesantedesdeen tecontenn lors 10 

HORE ULES tes ach ee er ye eat ec a 12 

EE eal Ve le CI crate pea, crete css as cnc cdactondoonnln Moco eens he 13 

SINT RIG TES OTA ST ae ca pe ee eR on te 13 

BERS GS SENS se, ae aire ae ene earch ee 14 

Ee ye MOO MMA arm ae terete ce eee elie sua cavs lia ocoeaoue Manali ne eeinsa tegen 15 

MATE SE RMEITME COMMMAMMELESS 5c cacocccsnsedoneeoanban por nanseenoasodvaeagenasensoonemsmogodenavasodoe 16 

eS alii cert HOt eG AOS Set rece ole Mase aeendaascvivvtasoden os ontebovs tienen varpmnacnentounes 17 

Pe eA AND Siped ME eit NTRS en le eg aya cen eee eras ous. gases se seeRin.duasave lie Sreacwosaenatondveannenance 18 

INT SH ea ESS aa ee cee ace ee ee 1g 
Chairing of the Canadian Milk Supply Management 

(Cooma aTTHEHDS (CMISIMIC) ssccsssoe donstecoee noaseianiteageannabrineie ok ducacesanossdetosvesesseseesonenten 19 

Deparnintnitereia AC USTINS QUOTES sate tes -nssenasncacteeacsanondastasaeedinduaduaeens 19 

Dionmesinie SieteSoMel MGW (PAC ASIMIS cece ceesccocycauseasnetenaaceeseunbctwordojeesunenobeceseceae 20 

NATIDNONGIES a asnancapiorbeheig osaan caue tan enarriaaerien Toes ree Oe RCAC PER eesee eRe ae a ae e 20 

SUNFDUS ARE vino Weal AACA csesccesscoaccaooc cave desuosbescoebeceesenccosdecstnadboennoueonnsee 20 

fared] (Gen Ney tlle Samm enete arene eren attermetaa.tr dace oe at neaditacint ame 21 

PIGIKGTIRIS caves cotannuralln Me uate tc renee eee teen cheater acme cere mere ee eee 21 


Pooling of Markets and Producer REtUIMS .......cccssreeeeeensrsereeeeees 21 


EEE ie oAVUICH Fh: Sopoe er SCO CREE Soe earn ae een ea! oe ee 
National Milk Utilization Audit Standards and 
a MMOMIZSTIONMOL PRACKIGCES cn cs teray toon atideae ae a een trae 23 
UVa ete Bitch Nate poten ates oe ence mee ery tee earn an at eae 23 
(Me Ui ex taVes nme nitilstiti Cae eect aerned Arte te ener a one 73) 
Domestic Daiky Proguct INNOVATION PYO@TAN ccc ccsccctrnescsesrev---, 24 
special Milk Class Permit Cr@eraltiA.cc1 save. cecssen detec 24 
CDE Se HOAs MID EHOGPAN cccoassvscnscnaunnanapsnondsoddaonnnincuodsoscarosetesnsuviimoed inewane 24 
EO Stee cane nN re tere ne ee ae teen eet canes SAI ener Oe Rede PS 25 
IRCUS TL VASUODO lteter amine iter thee on etc en ena eens Sn 25 
Perro arc evelntaltG Ci cements teens eam amit ate Oat cera Aine 8 Leh ee | 26 
ACME VE ITENVES OWA O I-20) leye cewtieece Mae antes Retna eee antec ot Li 
Goals for the Petiod 2013-2014 tO 2017-2018) eee senor eee, 38 
GPRS NTia Se (Ui Ce sm mee ae ater trae, tos eee emt meme ee ep a ont. Ra 42 
Piper Chec NG DOC eter eer n hte i MN MG Mee ee Ocak al 44 
Manaceninenh DISCHSSIOMamd WmelySiSe..ceussnstes ses eae acco 44 
Management Responsibility for Financial Statements .....cccccceeeecececececees 50 
MaevencenuAUCitOr SiREDOKG, ccccsetgepende a eete ee acer aue 51 
FallheiC ia festcenueelMien MUS arene eee tmentea hare tates Payee ue GC ham a aes 5y. 


Letter From the Chairman 


Mister Minister 


am pleased to submit the Canadian Dairy Commission's 


Annual Report for the 2012-2013 dairy year. As we conclude 


20 
the year, the Canadian Dairy Commission (CDC) is in ad sound 
financial position and has achieved most of the objectives it had 
set for itself. Some of these objectives were not reached either 
because the industry was not ready to move forward on some 
issues or because circumstances required a change in direction. 
Throughout the year, the CDC continued to help the Canadian 


dairy industry and its stakeholders respond positively to the 


) 


many challenges that aros 


@ 


Canadian Dairy Commission Annual Report 2012-2013 


In the fall of 2012, the CDC started to execute a three- 
year strategy for the dairy industry to grow markets, 
create a more flexible milk allocation system for 
processors, and work towards the elimination of the 
structural surplus of solids non fat. Its main com- 
ponents are already in place. Class 3(d) was created 
to stimulate the restaurant market for Mozzarella 
cheese in Canada. A voluntary and flexible skim 
milk movement program for yogurt was in place on 
August 1, 2012. A 1% permanent growth allowance 
was added to the industrial milk quota on October 1, 
2012. It has been implemented in the Western Milk 
Pool and is under discussion in the PS provinces.' Milk 
is being allocated for the production of yogurt and 
fine cheeses. The manufacturing of those two prod- 
ucts is Currently supplied on demand in the Western 


ilk Pool and a mechanism is under discussion in the 
PS pool to achieve the same result. 


n November 2012, | appeared before the Standing 
Committee on Public Accounts to report on the mea- 


sures put in place by the CDC following a special 
examination by the Office of the Auditor General in 
2011. In June 2013, the Standing Committee on Public 
Accounts presented its report. The CDC worked with 
Agriculture and Agri-Food Canada (AAFC) to carefully 


review the recommendations in the Committee's 
report, and on October 16, 2013, the Minister of 
Agriculture and Agri-Food Canada responded to the 
report on behalf of the Government of Canada. 


' Ontario, Quebec, Nova Scotia, New Brunswick, and Prince Edward Island 


| was honoured to learn in May 2013 that my term 
as Chairman of the CDC was extended for two years 
effective August 1, 2013 and | remain committed to 
working with industry stakeholders to find innova- 
tive ways to build a strong, sustainable Canadian 
dairy industry for years to come. On August 1, 2013, 
Gilles Martin's term as CDC Commissioner came to an 
end. Although Mr. Martin will remain with the CDC until 
his successor is in place, | wish to take this opportu- 
nity to thank him for the insight and knowledge he 
brought to the CDC board. He will be missed. 


As we undertake a new year, | would also like to 
express my appreciation for the co-operation we 


receive from industry stakeholders, provincial gov- 
ernments, the Minister's Office and our colleagues 
at AAFC and the other Agriculture and Agri-Food 
Portfolio organizations. We are also indebted to 


the CDC employees who run our operations with 
efficiency and fairness. 


On behalf of the board, | would like to thank you, 
r. Minister, for Supporting the work of the CDC. 


flu Llarees. 


Randy Williamson 


Message From the CEO 


Manufacturing of dairy products and Employment in Dairy Processing, 2012. Canadian Dairy 
4 Information Centre 


Canadian Dairy Commission Annual Report 2012-2013 


Over the course of the 2012-2013 dairy year, Canadian 
requirements increased by 1.74% from the previous 
year to reach 191.13 million ke of butterfat due to an 


oO = 


utterfat a year earlier. 


Circumstances were such that mil 


(ge) 


xceptionally strong this year, and 


butter. Strong world prices through 
allowed the CDC to sell important q 
milk powder on export markets whi 
World Trade Organization (WTO) co 


Despite the fact that more solids n 


in several years, the CDC exported 


increase in domestic demand. During the same period, 
industrial milk production increased to 198.85 mil- 
on kg of butterfat compared to 196.18 million kg of 


k production was 
for the first time 


2,438 tonnes of 
out the year also 
uantities of skim 
e respecting its 
mmitments. 


on fat (SNF) were 


removed from the Canadian market this year, the CDC 
managed to lower its inventories of skim milk powder 
(SMP) purchased in Class 4(m)3. The CDC’s year end 
stocks of Class 4(m) skim milk powder were 20,660 t 
compared to 22,619 t a year ago. In the coming year, 
the CDC will maintain its sales of this product to the 
animal feed industry in order to further reduce its 


inventories. 


3 Mostly destined for animal feed 


On April 12013, the CDC announced a modest increase 
of 1.5% in the support prices of skim milk powder and 
butter. This change reflects the increase in the cost 
of inputs, especially the cost of feed, but remains 
considerably lower than the rate of inflation for food 
which is 2.4%. 


In 2013, the Canadian Milk Supply Management 
Committee (CMSMC) introduced new milk Class 3(d) 
for Mozzarella cheese to allow restaurants to access 
cheese at a reduced price for use in pizzas prepared 
and cooked on site. The CDC was mandated by the 
CMSMC to administer the milk class which was 
introduced on June 1, 2013, and as of July 31, 2013, 
3,625 restaurant operators, 79 distributors and 
4 dairy processors were registered or had signed an 
agreement to participate in Class 3(d). 


In the same spirit, the CDC worked hard to imple- 
ment changes that will ensure that milk is available 
for growing markets. Effective August 1, 2012, the 
CMSMC approved the creation of a permanent 1% 
growth allowance to be added to the industrial milk 


uota and allocated to the pools that put in place 


=) 


72 From the CEO 


a mechanism allowing this additional milk to be 
directed first to the production of yogurt and cheese 
by new or existing processors. Since then, the PS 
provinces have been working to develop a new pool 
allocation policy to ensure that growing markets 
such as the markets for yogurt and fine cheese, are 
adequately supplied. 


As the industry was unable to come to an agreement 
on modalities for the renewal of the Domestic Dairy 
Product Innovation Program, the CDC announced the 
creation of the Dairy Innovation Program as of August 


1, 2013. Thanks to this program, milk will continue 


to be available to processors across the country who 
wish to develop and market new dairy products. 


From a financial point of view, the CDC had another 
successful year in managing its commercial operations. 
As a result of conservative and prudent purchasing 
practices, the CDC was able to generate a surplus 
of $14.5 million which will be refunded to producers 
through the provincial milk marketing boards and 


agencies. Overall, retained earnings at year-end were 


only slightly lower than those of the previous year. 


Dairy Industry Trends 


Because of the supply management system, the 
environment in which the CDC operates is more stable 
than that of dairy industries in other countries or 
of some other agricultural sectors in Canada. The 
system continues to have support from the federal 
and provincial governments and the industry gen- 
erally enjoys a positive public image. The Canadian 
dairy industry is highly regulated and organized, and 


bh 


over the years, it has developed some excellent risk 
mitigation tools such as the pooling of markets and 
revenues, and innovation incentives such as the 
Matching Investment Fund. It is also worth noting 
that most of the industry, from the farm to the plant, 


is profitable, while consumers enjoy a continuous 


supply of quality dairy products at predictable prices. 


In the PS pool, a new working group was created to 
negotiate improvements in milk allocation to pro- 
cessing plants and to develop proposals for supplying 
growth and harmonizing provincial allocation rules. 
The P5 has agreed on common rules for declaring cream 
transfers between processors and to establish a mecha- 
nism to stabilize fluctuations in producer prices. In the 


Western Milk Pool (WMP) provinces have adopted and 
implemented a harmonized milk receiving policy and 
are pursuing consultations on milk transportation. 
The WMP has implemented the national 1% perma- 
nent growth allowance and its own growth allowance 
management program. In both pools, the trend towards 
the harmonization of policies and integration of activ- 
ities is continuing. The two pools are working together 
to close the gap in milk prices at the farm and have 
agreed to adopt a common reference basis for price 
changes. 


The trend towards harmonization of milk utilization 
audit standards among provinces is still strong. The 
result of greater harmonization is a more level playing 
field for both producers and processors. In order to 
formalize the creation of the National Milk Audit Advi- 
sory Committee (NMAAC) and to promote uniform 
best milk utilization audit practices at the plant level 
across the country, dairy stakeholders and provin- 
cial auditors met in spring 2013 to discuss a certain 
number of revisions required to the Milk Utilization 
Audit Standards, more specifically on the auditing of 
Class 4(a)1, Class 4(m) and the new Class 3(d). All new 


Canadian Dairy Commission 


classes and programs require a strong audit element 
to ensure proper accountability. The CDC acts asa 
facilitator and a technical advisor in these discussions 
and negotiations. 


On the international front, negotiations are still on- 
going at the World Trade Organization without any 
significant breakthrough in agriculture. On the other 
hand, Canada has been formally admitted into the 
Trans-Pacific Partnership and negotiations continue 
between Canada and the European Union. The CDC 
continues to monitor trade negotiations very closely. 


Dairy product prices have regained strength on the 
international market. Nevertheless, current trade 
rules do pose a risk to the domestic dairy market. 
World dairy prices and exchange rates are volatile. 
Though the Canadian dollar has weakened since the 
beginning of 2013, the risk of a breach in the tariff 
wall is present at any time. Depending on volumes, 
such imports could disrupt milk supply management 
significantly. The CDC therefore keeps a close eye on 
market fluctuations. 


Annual Report 2012-2013 


Financial Trends 

Interest rates rose slightly in 2012-2013 and this trend 
is expected to continue. Since the CDC borrows money 
from the Consolidated Revenue Fund and from a line 
of credit to administer programs on behalf of the 
dairy industry, higher interest rates would increase its 
transaction costs. However, increases in interest costs 
would not have an impact on the financial results of 
the CDC because these costs are paid for either by the 
dairy producers or by the marketplace. 


As part of the 2012 federal Budget, the appropria- 
tions that the CDC receives are being reduced by 
10% over the course of three fiscal years. The CDC 
made plans to accommodate this budget reduction 
by April 1, 2014. 


Workplace Trends 

Recruiting employees with specialized knowledge 
in the fields of agricultural economics and the dairy 
industry remains a challenge due to the small number 
of potential skilled candidates. Employee attraction 


and retention are therefore important. The CDC is 
aware that it faces strong competition from other 
government departments and the private sector 
to replace people who move on or retire. In order 
to deal with a lean workforce and increased stake- 
holder demands, the CDC will continue to manage 
its succession plan and to automate and streamline 
its processes to increase efficiency. In 2012-2013, the 
CDC also undertook a reorganization of its work force 
which aims to improve efficiency. These parameters, 
as well as the workforce adjustment contained in 
the 2012 federal Budget, will guide the CDC’s man- 
agement and planning of human resources, and its 
activities and objectives for the 2013-2014 dairy year. 
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The Canadian Dairy Commission 


The Canadian Dairy Commission (CDC) is a Crown corporatio1 


created in 1966 by the Canadian Dairy Commission Act The CDC 


reports to Parliament through the Minister of Agriculture and 
Agri-Food to whom it serves as an advisor on matters related 
to the dairy industry. The CDC is part of the Agriculture and 
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ri-Food Portfolio along with Agriculture and Agri-Food Canada 
-anadian Food Inspection Agency, the Canadian Grain 
Commission, Farm Credit Canada, the Farm Products Council of 


~anada, and the Canada Agricultural Review Tribunal 
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The federal government funds about half of the CDC's 
administrative costs. Other costs, including market- 
ing activities, are funded by dairy producers and the 
marketplace. The CDC also borrows money from the 
Consolidated Revenue Fund and from a line of credit 
to finance the programs it administers on behalf of 
the dairy industry. 


Since supply management was first applied to the 
dairy sector, the CDC has been in charge of two of 
the three pillars of the system: support prices* and 
industrial milk quota. Once a year, the CDC sets the 
Support price of butter and skim milk powder follow- 
ing consultations with industry stakeholders. These 
prices are used as references by the provincial milk 
marketing boards to establish the price of industrial 
milk in each province. Through its many roles and cen- 
tral facilitating function in the dairy industry, the CDC 
ensures that Canadian dairy farmers receive sufficient 
revenues from the marketplace to achieve decent 
living standards and invest in their businesses. 


The CDC also monitors national production and 
demand and recommends the necessary adjustments 
to the national production target for industrial milk. 
It ensures that milk production in Canada matches 
demand from Canadian consumers. It is important 


4 Support prices are the prices at which the CDC buys and sells Canadian 
butter and skim milk powder under its Domestic Seasonality Programs. 


to avoid any shortage of dairy products and just as 
important to avoid production surpluses that are costly 
to handle, store and market. 


To achieve its mandate, the CDC works with provincial 
governments and dairy industry stakeholders such 
as dairy producers, processors, further processors and 
consumers. It supports the dairy industry in the develop- 
ment and implementation of major programs. On the 
industry's behalf, the CDC administers the Special Milk 
Class Permit Program®, the Domestic Dairy Product 
Innovation Program, the Dairy Marketing Program as 
well as the pooling agreements. 


The CDC chairs the Canadian Milk Supply Management 
Committee (CMSMC)® and in this capacity, apprises 
the committee on matters of interest or concern that 
require resolution and, when necessary, proposes 
various solutions, alternatives or recommendations 
to enhance orderly and efficient marketing with an 
eye to avoiding deficit or surplus milk production. The 
CDC performs a similar role for the Eastern Canadian 
Milk Pool (PS) and the Western Milk Pool (WMP)’. 


Mission 
To enhance the vitality of the Canadian dairy industry 
for the benefit of all stakeholders. 


© Adescription of CDC's programs is presented in the section of this 
report entitled Activities and Programs. 

® The CMSMC is the main national decision-making body of the dairy 
industry. 

7 See p. 21-22 for more information on these pools. 
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CDC ata glance 


Created in 1966 
60 employees (as of July 31, 2013) 


Location: Ottawa 
Web site: www.cdc-ccl.gc.ca 


Budget 2012-2013 (dairy year): $7.99 million 


Dairy year: August 1 to July 31 


The Canadian Dairy Commission achieves its mission 
by administering the dairy supply management sys- 
tem and by providing leadership and guidance to dairy 
industry stakeholders. 


Values 
Integrity, leadership, respect and dignity, and 
professionalism 


Structure 

The employees of the CDC belong to one of three 
sections, as illustrated in the following figure. Each 
section is under the responsibility of a senior director 
or director. Every two to three weeks, the CEO meets 
with the section heads (Senior Management Team) 
to discuss the day-to-day operations of the CDC and 
make the required decisions. 


The Canadian Dairy Industry 


Farm cash receipts 


As a key contributor to the Canadian economy in 2012, 
the dairy industry ranked second, behind meat and 
ahead of oilseeds, in terms of the value of its manu- 
factured shipments, and it generated $5.92 billion in 
total net farm receipts. 


Number of farms and production per farm 


In 2013, 12,529 dairy farms were shipping milk in 
Canada. Although there has been a decline in the 
number of dairy farms in Canada, individual farming 
units have grown in size and have increased their 
efficiency. On January 1, 2013, the average dairy farm 
had 77 cows and during the 2012-2013 dairy year, 
production per farm reached 25,182 ke of butterfat, 
a 2.2% increase from the previous year. Based on 
official records for 2012, the average annual production 
of a dairy cow in Canada is 9,780 ke of milk. 
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Structure of the Canadian Dairy Commission 


Senior 
Management 
Team 
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At the beginning of the 2012-2013 dairy year, Quebec 
and Ontario had the greatest percentage of dairy farms 
at 82%, followed by 13% in the Western provinces, 
and 5% in the Atlantic provinces. 


Milk processing 


In the 2012 calendar year, the dairy processing 
industry generated $14.7 billion worth of products 
shipped from approximately 480 processing plants 
(280 of which are federally registered) accounting for 
15.1% of all processing sales in the food and bever- 
age industry. The dairy processing sector employed 
approximately 24,500 workers. 


Milk markets 


Canadian dairy producers supply two main markets: 
® fluid milk, including creams and flavoured milks 


® industrial milk used to make products such 
as butter, cheese, yogurt, ice cream and milk 
powders. 


In the 2012-2013 dairy year, the fluid milk market 
accounted for approximately 37% of total producer 
shipments, or 116.66 million ke of butterfat®. The 
industrial milk market accounted for the remaining 
63% of total producer shipments or 198.85 million 
ke of butterfat. 


8 Milk quotas and milk production in Canada are expressed in ke 
of butterfat 


Provincial marketing boards and agencies purchase 
milk from producers and sell it to processors for the 
manufacture of dairy products. The milk sold to pro- 
cessors in Canada is classified according to its end use 
based on the Harmonized Milk Classification System, 
The price paid for milk by processors varies accord- 
ing to the milk class. The following table shows how 


Canadian milk production was used in 2012-2013. 


Milk Utilization per Class 


Million 

kg of 
Class butterfat % 

Pe : Tears Ae 

2 25°23 8.02 
3 110.53 eae 
4(a) and 4(a)1 501.7 16.11 
A(b), 4(c), 4(d), 4(m) 31,5|2 25 
5(a), 5(b), 5(c) 2747 8./3 
5(d) SZ W25 
TOTAL 314.64** 100.0 


* This figure is not equivalent to producer shipments because of 
skim-off. 


** This figure cannot be compared to the data on page 67 (in Tables 
and Data) because it excludes milk supplied to food banks, milk sold 
at fairs and losses, 


3 Harmonized Milk Classification System (http://www.cde-ccl.ec.ca/ 
CDC/index-eng.php 2id=3811) 
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Governance 


DC is governed by the Canadian Dairy Commission Act 
1 Administration Act and the Public Service Labou1 


eT 


> Financial Adminis 
It is also governed by the following regulations 


aS, PAVE TE, Il 


eting Regulations 


the Dairy Products M 
Cheddar Cheese Export Regulations 


f Agriculture and 
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liament through the Ministe1 
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Governing Board 

The governing board of the CDC is composed of the 
chairperson, the commissioner, and the chief executive 
officer (CEQ). The CDC board members are appointed 
by the Governor in Council and all three positions are 
part-time appointments. The board meets every four 
to six weeks. 


The members of the board have many years of dairy 
industry experience and together they bring a bal- 
anced approach to satisfying the objectives of the 
stakeholders. 


Commissioners 


Chairman (reappointed August 1, 2013 for a two- 
year term) 


Randy Williamson 

Mr. Williamson has a marketing diploma from the 
University of Western Ontario and a sales and market- 
ing diploma from the University of British Columbia. 
He has over 30 years of experience in the dairy pro- 
cessing industry. He began his career with Fraser 
Valley Milk Producers in 1974, moving to Dairyland 
Foods in 1986, and subsequently to Dairyworld Foods 
in 1992 and to Saputo in 2001, where he remained 
until his retirement in 2006. 


Mr. Williamson also has extensive board experience 
as director of the National Dairy Council (1990-20086), 
director of the Nova Scotia Dairy Council (1998-2005), 
and president of the British Columbia Dairy Council 
(1994-1996). 


Commissioner (Mr. Martin's term ended on August 1, 
2013, but he will continue to fulfill his functions until 
a successor is designated.) 


Gilles Martin 

Mr. Martin has a post-secondary degree in Zootech- 
nology from the Institut de technologie agroalimentaire 
in La Pocatiére. He has been involved in the milk produc- 
ing industry since 1977, and operates a dairy farm in 
Riviere-Quelle, Quebec. 


For more than 20 years, Mr. Martin has been a respected 
member of the Union des producteurs agricoles, and 
has held various positions within the organization, 
notably President of his regional farmers’ union, the 
Fédération de |'Union des producteurs agricoles de 
la COte-du-Sud, and member of the board of Direc- 
tors of the Syndicat des producteurs de lait de la 


Cote-du-Sud. Presently, he is also the President and 
a founding member of the Centre de développement 
bioalimentaire du Québec, an agri-food research and 
development centre. 


Gilles Martin, Commissioner; Randy Williamson, Chairman; Jacques Laforge, Chief Executive Officer 
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Chief Executive Officer (appointed February 7, 2012 
for a three-year term) 


Jacques Laforge 

Mr. Laforge is well known for his leadership in agri- 
culture both nationally and in his home province 
of New Brunswick, where he and his wife operate 
a successful 1,000-acre mixed farming operation. 
Throughout his farming career, Mr. Laforge has shown 
a strong dedication to serving his fellow farmers. 
He served as an executive on the Dairy Farmers of 
New Brunswick board of directors for 10 years before 
taking on the role of chairman from 1995 to 2000. 
From 1997 to 2000, he also served as chairman of the 
Atlantic Dairy and Forage Institute, an organization 
which provides a venue for on-farm research trials to 
producers and manufacturers. Having served on the 
board of directors of the Dairy Farmers of Canada 
since the 1980s, he joined the executive committee 
in 1999. In 2004, he took on the role of president, a 
title he held until 2011. 


Directors 
Director, Audit an Evaluation 


Robert Hansis, CGA, MBA, CFE 

Mr. Hansis holds a Bachelor of Science in Business 
Administration from Northeastern University, a Certi- 
fied General Accountant designation and a Master in 
Business Administration from Concordia University. 
He is also a Certified Fraud Examiner. He has been the 
Director of Audit at the Canadian Dairy Commission 
since 1991 and assumed responsibility for program 
evaluations in 2009. He is responsible for updating the 
Milk Utilization Audit Standards which is the national 
audit manual used by all milk plant auditors. He was 
previously audit manager of an international $2 billion 


sales organization involved in forest products and 
packaging, leading the day to day audit operations. 


Senior Director, Finance and Operations 


Gaétan Paquette 

Mr. Paquette holds a Bachelor of Science in Dairy 
Science from the University of Guelph and an M. Sc. in 
Food Science from the University of British Columbia. 
He Started his career as an agrologist with the Ontario 
Ministry of Agriculture, Food, and Rural affairs and sub- 
sequently worked for Agriculture and Agri-Food Canada 
in research and inspection before joining the CDC in 
1987 as Assistant Director of Commercial Operations. 


Gilles Froment, Senior Director, Policy and Corporate Affairs; Robert Hansis, Director, Audit and 
Evaluation; Gaétan Paquette, Senior Director, Finance and Operations 
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Mr. Paquette has been Senior Director of Finance and 
Operations at the CDC since 2002. He has helped the 
Canadian dairy industry adapt to changes such as the 
1994 WTO Agreement on Agriculture, the new export 
rules, and the constant challenge of disposing of 
the structural surplus. Mr. Paquette is responsible for 


key programs such as the Special Milk Class Permit 


Program, the Dairy Marketing Program, the Domestic 
Seasonality Programs, the Surplus Removal Program 
and the Domestic Dairy Product Innovation Program. 
He is also responsible for the finance, administration 
and IT functions of the CDC. For the past 20 years, 
Mr. Paquette has chaired and been a member of various 
committees of the International Dairy Federation (IDF). 


Senior Director, Policy and Corporate Affairs 


Gilles Froment 

Mr. Froment is an economist and professional agrolo- 
gist with a B.Sc. in Economics from the University of 
Montreal as well as a M.Sc. in Agricultural Economics 
from McGill University. After gaining some experience 
with AAFC in Montreal and as market analyst with 
the Canadian Turkey Marketing Agency, Mr. Froment 
joined the Canadian Dairy Commission in 1997 as a 
policy and program analyst. 


Since 2002, he is Senior Director of Policy and 
Corporate Affairs, a division that oversees Policy and 
Economics, Communications and Strategic Planning, 
and Human Resources. Among his other duties, he is 
secretary to the Canadian 
Committee and advisor to the PS Supervisory Body and 
Western Milk Pool Coordinating Committee. He also 
chairs various technical committees. For the last seven 
years, Mr. Froment has been the Canadian representa- 
tive on the IDF Standing Committee on Dairy Policies 
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and Economics and in March 2012, he was appointed 
deputy chair of that committee. He is currently 
vice-president of the Canadian FIL-IDF National 
Committee after serving four years as president. 


Board Committee 


Audit Committee 


The Audit Committee is responsible for ensuring proper 
accountability over CDC operations consistently with 
the Financial Administration Act (FAA), by reviewing 
and approving the audit plan and by actively soliciting 
the external auditor's judgements regarding the corpo- 
ration’s accounting principles and financial reporting. 
The committee met quarterly to review the financial 


statements and receive internal audit and program 
evaluation reports. 


Governance 


Members 
Commissioner (chair) 


Chairperson 


Chief Executive Officer 


As part of its overall stewardship in 2012-2013, the gov- 
erning board approved the CDC's Corporate Plan for the 
period starting in 2013-2014 and ending in 2017-2018. 
The Corporate Plan contains all the major directions of 
the corporation as well as its forecasted budgets and 
borrowing plan. It was approved by Treasury Board 
on May 30, 2013. In the fall of 2012, the board also 
approved the Annual Report and Financial Statements 
of the CDC for the 2011-2012 dairy year. 


The CDC updated its Corporate Risk Profile in February 
2013. The plan defines each risk, describes the existing 
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measures for managing the risk, and the group respon- 
sible for implementing these strategies, anditis taken 


into consideration when performing the environmental 


analysis during the strategic planning session. 


As outlined in the CDC's Audit and Evaluation 
annual plan, the CDC has completed an evaluation 


of class 4(a)1. A series of recommendations were 


made to senior management. Following its internal 
audit plan, the CDC also completed audits of legal 


services provided as per a Memorandum of Under- 
standing with Agriculture and Agri-Food Canada, and 
of the Dairy Research Cluster Project. The recommen- 
dations issued for each of these audit projects were 
approved by the Audit Committee in 2012-2013. 


In addition, the CDC took the following measures to 
ensure good governance practices. It held the CDC's 
sixth annual public meeting in January in Ottawa. 


This meeting is open to the public but is generally 
attended by about 50 representatives of the dairy 
industry. It gives the CDC the opportunity to report 
on its financial statements and strategic objectives 
for the past and current dairy years and to answer 
any questions from participants. 


As a follow up to the introduction of its new values 
and ethics code last year, the CDC also called on all its 
employees to file conflict of interest forms. Possible 
conflicts of interest were reviewed by the CEO. 


Also, CDC Chairman, Randy Williamson, attended the 
Standing Committee on Public Accounts on November 29, 
2012 on behalf of the CDC and responded to questions 
on how the CDC has responded to recommendations 
issued by the Office of the Auditor General in its 2011 
Special Examination. 


Management Committees 


Senior Management Team 


The Senior Management Team meets every three 
weeks to discuss and manage the day-to-day opera- 
tions of the Canadian Dairy Commission. It addresses 
urgent issues and discusses responses to government 
initiatives, formulates items for the board's attention, 
forms internal ad hoc and permanent committees to 
address specific issues, and designates the cham- 
pions which support various initiatives at the CDC. 


Members 
Chief Executive Officer (chair) 


Director, Audit and Evaluation 
Senior Director, Finance and Operations 


Senior Director, Policy and Corporate Affairs 


Internal Audit and Program Evaluation 
Advisory Committee 

The mandate of the Internal Audit and Program 
Evaluation Advisory Committee is to develop internal 
audit and program evaluation plans for the review of 
the CDC's systems, programs, policies and practices. 
It is also responsible for monitoring the progress of 
internal audits and program evaluations as per the 
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approved plans and of the resulting management 
action plans. It meets at least three times per year 
and at the request of the committee chair (CEO). 


Members 
Chief Executive Officer (chair) 


Senior Director, Policy and Corporate Affairs 
Senior Director, Finance and Operations 
Director, Audit and Evaluation 


Manager, Financial Reports, Accounting 
and Treasury 


Human Resources Advisory Committee 

The Human Resources Advisory Committee's man- 
date is to maintain an advisory role with the Senior 
Management Team on human resources priorities 
and Initiatives which are determined by the HR team. 
It meets three times a year and at the request of 
the chair. 


Members 
Senior Director, Policy and Corporate Affairs (chair) 


Human Resources Advisor (secretary) 


A representative of each section 
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Information Technology Advisory Committee 


This committee was created this dairy year to help 
prioritize the various information technology projects 
of the CDC. It has prepared an evaluation erid that 
will be used as a tool to rank projects. Once the first 
ranking of projects will be achieved, the committee will 
meet twice a year or as needed to review the priorities. 


Members 
Chief, Communications and Strategic Planning 
(chair) 


Senior Director, Policy and Corporate Affairs 
Chief, Information Technology 

Chief, Marketing Programs 

Chief, Policy and Economics 

Manager, Pooling and Administration 


Manager, Program Audits 


Safety Committee 


The Safety Committee has two mandates. The first 
is to oversee all occupational and health obligations 
of the CDC as mandated by the Canada Labour Code 
and its associated regulations. The second is to assist 
the Senior Management Team and the CDC's Security 
Officer in meeting the security requirements of the 
Government of Canada as they relate to its employees, 
information and assets. It meets every five weeks. 


Members 
A management representative and an employee 
representative who is the CDC Security Officer 
(co-chairs) 


Three management representatives appointed by 
the CEO 


Three employee representatives 


Organizational Changes 

Under the leadership of its new CEO, the CDC is under- 
going organizational changes aimed at improving 
governance and efficiency. In December 2012, the 
Senior Director, Policy and Corporate Affairs, Gilles 
Froment, assumed broader functions. As of August 
1, 2013, the Finance and Operations section will be 
renamed Commercial Operations and Marketing and 
headed by Gaétan Paquette. The current manager of 
Pooling and Administration, Chantal Laframboise, 
will assume the newly created position of Director 
of Finance and Administration, reporting directly 
to the CEO. The Information Technology team will 
join the Policy and Corporate Affairs division. Also, 
as of August 2013, the Corporate Secretary and the 
Manager of Human Resources will also report directly 
to the CEO. On July 2, 2013, Robert Hansis, Director, 
Audit and Evaluation announced his retirement. After 
a competition process, Hossein Behzadi has been 
selected as new Director as of August 1, 2013, and 
Mr. Hansis will remain available until November 2013 
to facilitate the succession process. 


Governance 


Activities and Programs 


The Canadian Dairy Commission (CDC) monitors demand and 
adjusts the supply of milk, ensures a fair return to producers, 
and encourages market development. Its activities include the 
administration of several key programs related to market supply 


and growth on behalf of the industry. 
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Milk Supplies 


Chairing of the Canadian Milk Supply 
Management Committee (CMSMC) 

The CMSMC is a national body for policy development 
and discussions in the sectors of dairy production and 
processing. It includes representatives of producers 
and governments from all provinces and non-voting 
representatives of national consumer, processor and 
producer organizations. As chair of the CMSMC, the CDC 
provides ongoing leadership, advice, and analysis to 
the Canadian dairy industry in close co-operation with 
national and provincial stakeholders and governments. 


In 2012-2013, the CMSMC continued to implement 
changes aimed at increasing the flexibility of milk 
supplies, stimulating demand, and reducing struc- 
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tural surplus. As a result of a recommendation of 
the P10 Negotiating Committee, it implemented a 


1% permanent growth allowance, ensuring that the 


growing markets for yogurt and cheese would be 
supplied by making this allowance conditional on 


the implementation by the pools of a mechanism 
to supply milk classes 2(a) and 3(a) on demand. The 


growth allowance was implemented in the Western 
Milk Pool on August 1, 2012, and PS provinces have 
been working to develop a new pool allocation policy 
to ensure that growing markets such as the markets 
for yogurt and fine cheese, are supplied adequately. 


| 
| 


The CMSMC also approved a new program which, 
since August 1, 2012, allows the redirection of liquid 
skim milk from the production of skim milk powder 
to the production of yogurt and in 2013, it agreed to 
pool the revenues and costs of this initiative. 


The CMSMC encouraged the use of skim milk powder 
SMP) by further processors by making SMP eligible in 
Special class 5(b) as of August 1, 2012. In October 2012, 
the C 
elty products under Class 5(c) for a two-year period 
beginning January 1, 2013. In January 2013, it amended 


—— 


SMC extended the eligibility of ice cream nov- 


Class 4(m) milk protein concentrate (MPC) product 
eligibility to include feta cheese. 


Following a joint announcement by the Minister of 
Agriculture and Agri-Food, Dairy Farmers of Canada 


and the Canadian Restaurant and Food Services 
Association, the CDC launched the new Class 3(d) on 
June 1, 2013. This new milk class aims to stimulate 
demand by making milk available at a reduced price 
for the manufacture of Mozzarella cheese destined for 
sale to restaurants that will use the cheese on pizzas 
prepared and cooked on site. As of July 31, 2013, 3,625 


restaurant operators, 79 distributors and 14 dairy pro- 


cessors were benefitting from new milk Class 3(d). 


Activities and Programs 


Determining and Adjusting Quota 


The CDC monitors trends in Canadian requirements 
(demand) and industrial milk production (supply) on 
a monthly basis. This allows it to adjust the market 
sharing quota (MSQ) every two months to reflect 


changes in the domestic demand for industrial milk 


products, as well as changes in planned exports. The 
objective when establishing the MSQ is to minimize 
the possibility of shortages or surpluses in the domestic 


market. Any surplus that occurs is managed by adjust 


ing the MSQ, by temporarily storing surpluses at the 
expense of producers or by exporting within Canada’s 
trade commitments. 


Over the course of the 2012-2013 dairy year, Canadian 
requirements increased by 1.74% from the previous 


year to reach 191.13 million kg of butterfat due to an 
increase in domestic demand. During the same period, 
industrial milk production increased to 198.85 million kg 


of butterfat compared to 196.18 million kg of butterfat 
a year earlier. In the Western provinces, industrial milk 
production decreased by 2.4% during the year, whereas 
industrial milk production in the Eastern provinces 
increased by 2.3%. This difference is mostly due to 
the timing of production peaks, The Western provinces 


Saw an earlier peak in production that is now starting 
to slow down, whereas the Eastern provinces experi- 
enced a later peak in production. 


'0 The quantity of butterfat required to fulfill domestic demand and 
planned exports for industrial dairy products 


Domestic Seasonality Programs 


Domestic Seasonality Programs allow the industry 
to cope with the seasonal demand for dairy prod- 
ucts. The industry has mandated the Canadian Dairy 
Commission to operate these programs in cooperation 
with the private sector. Generally, the CDC buys and 
stores products when consumption is low and sells 
to processors when consumption rises. Except for 
imported butter and butter oil, these transactions 
take place at support prices. 


Imports 


Under the terms of the 1994 WTO Agreement on 
Agriculture, Canada has established tariff rate quotas 
TRQ) for a number of dairy products. TRQs are the 
quantities of products that can enter Canada with 
ittle or no tariff. With the support of the industry, the 
CDC has acted as the receiver of butter imports under 
federal permit since 1995 and has directed this prod- 
uct to the food sector through butter manufacturers. 
The tariff rate quota for butter is set at 3,274 tonnes. 
Of this, approximately two thirds (2,000 tonnes) is 
specifically allocated to New Zealand. 
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Summary of transactions under the Domestic Seasonality Programs 


Opening inventory 


Butter 16.8 


Skim milk powder 14 


Data include imported butter and butter oil. 


Surplus Removal Program 


The CDC administers a surplus removal program on 
the industry's behalf. The CMSMC directs the CDC 
in operating the program. The program ensures that 
milk surplus to the domestic market is removed in 
the appropriate region and in a timely fashion. Under 
this program, the CDC buys surplus butter or skim milk 
solids. In the rare instances where excess butterfat 
occurs, the CDC may sell it on the export market. The 
CDC buys surplus of skim milk solids and sells it either 
on the export market or in marginal domestic markets 


Product 


CDC purchases of skim milk powder 
CDC purchases of skim milk powder 


Processor sales of skim milk powder 


Dairy blends 


k protein concentrate 


Other products 


Purchases 


Other skim milk powder and milk protein concentrate 


Sales Closing inventory 
27.6 274 17.0 
ies 2.0 ils) 


such as the animal feed market. All exports must fall 
within Canada’s export subsidy commitments, These 
markets yield lower returns to producers than the 
regular domestic classes. Revenues from these mar- 
kets are shared among all Canadian producers through 
the Comprehensive Agreement on Pooling of Milk 
Revenues. 


In 2012-2013, 85,300 tonnes of skim milk powder equiv- 
alent were removed from the market. This quantity is 
broken down as follows. 


Market Tonnes (000) 
Saba eee : ero are a 
Animal feed 20.2 
Animal feed | 22.2 
Domestic use - S| 
Export 9.2 
Export 6.5 
ee Sete: ane cee 


TOTAL 85.3 
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Producer Revenues 

Pricing 

Each year, the CDC reviews and establishes support 
prices for butter and skim milk powder. These prices 
are used by the CDC when purchasing or selling these 


dairy products. Support prices also serve as a reference 
for provincial milk marketing boards and agencies 


when they establish the prices paid by processors for 
industrial milk. 


Two elements of the CDC’s mandate are taken into 
account in the pricing decision: providing efficient pro- 
ducers with an adequate return on their labour and 
investment, and providing Canadian consumers with 
an adequate supply of high quality dairy products. 
Each year, the CDC holds pricing consultations and 
the views of dairy industry stakeholders are carefully 


considered before making this decision. Commission- 
ers also examine the results of an annual study on 
the cost of producing one hectolitre of milk in Canada 
which is conducted by the CDC and its partners. 


On February 14, 2013, the CDC announced that as 
of April 1, 2013, the support price of butter would 
increase from $7.2810 to $7.3379 per kg whereas the 
support price of skim milk powder would increase 
from $6.3673 to $6.4170 per kg. CDC Chairman, Randy 
Williamson, explained that this increase reflects the 
increase in the cost of inputs at the farm, especially 


feed, and that it remains considerably lower than the 


overall rate of inflation for food which stands at 2.4%. 
This year, the CDC delayed its decision on support prices 
to pursue consultations with stakeholders as many 
changes were occurring in the industry. 


The price paid by processors for fluid milk is established 
by the provinces. From February 2010 to August 1, 
2011, all provinces used the same fluid milk pricing 
formula. This formula was modified in 2011-2012 and 
will remain in place until February 1, 2015. It triggered 
an increase in the price of fluid milk of 0.892% as of 


February 1, 2013 when compared to February 1, 2012. 


Pooling of Markets and Producer Returns 


For dairy producers, pooling agreements are a good 
tool to mitigate the financial risks associated with 
the evolution of the domestic market. In its role as 
a national industry facilitator, the Canadian Dairy 
Commission administers the three federal-provincial 
agreements that frame the sharing of revenues and 


markets among Canadian milk producers on behalf 
of the dairy industry, 


Comprehensive Agreement on Pooling of 

Milk Revenues 

Under the Special Milk Class Permit Program imple- 
mented in 1995, competitively priced industrial milk is 
made available for use in dairy products and products 
containing dairy ingredients. The Comprehensive 
Agreement on Pooling of Milk Revenues provides a 


Activities and Programs 


means for the market returns from the sale of milk 
to processors for special class purposes to be shared 
among the dairy producers of all ten provinces. 


Agreement on the Eastern Canadian Milk Pooling 

This agreement provides a means for revenues from all 
milk sales (fluid and industrial), transportation costs, 
markets, and the responsibility for skim-off" to be 
pooled among dairy producers in Ontario, Quebec, 
ew Brunswick, Nova Scotia and Prince Edward Island 
(the P5). The CDC chairs the Supervisory Body of the 
pool, administers the pooling agreement, does the 


pooling calculations and provides technical expertise 


and secretariat services to the pool. 


The CDC also assists PS marketing boards and the 
various PS working groups to harmonize policies. Fol- 
lowing the C 
growth allowance, the PS Milk Allocation Working 


SMC decision to create a permanent 


Group was created to negotiate improvements to how 
the P5 allocates milk to processing plants. This working 
group created a mechanism to allocate milk from the 
1% growth allowance and is continuing to develop 
proposals on allocating the new growth allowance, 
supplying milk on demand for growth in the yogurt 


and fine cheeses markets, and harmonizing provincial 


allocation rules. Milk allocation is an important and 
ongoing priority within the PS. 


" Excess butterfat from the fluid milk market 


The P5 continues to work with the WMP to reduce the 
farm milk price gap between the two pools. In addition 
to renewing the current fluid milk pricing formula for 
three years, the P5 also agreed to reduce the price gap 
on components and to adopt a common reference with 
the WMP on which price changes would be applied. 


The P5 agreed on common rules for declaring trans- 


£ 


ers of cream between processors, both within and 
between provinces. In addition, new rules were adopted 
to further simplify the process for pooling expenses 
for harmonization initiatives. The provinces of Ontario, 
Quebec and New Brunswick also agreed to a mecha- 
nism to stabilize fluctuations in producer prices and 
revenues, with the option for other P5 provinces to 
join in the future. 


Western Milk Pooling Agreement 

In 1997, the four Western provinces (Manitoba, 
Saskatchewan, Alberta and British Columbia) imple- 
mented an all milk pooling system where revenues 
and markets for all milk classes are shared. The CDC 
chairs the Western Milk Pool (WMP) Coordinating 
Committee, administers the pooling agreement, 
does the pooling calculations and provides technical 
expertise and secretariat services to the pool. 
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Pools in Numbers 2012-2013 


Fluid milk produced 
(million kg butterfat) 


WMP Sai 


Industrial milk produced Blend price to 
(million kg butterfat) 


producer* ($/hl) 


* Prices are calculated at 3.6 ke of butterfat per hl, using the latest compositional standards. 


The trend towards the harmonization of policies and 
the integration of activities among Western provinces, 
which began four years ago, continues. In the past year, 
the WMP provinces have adopted and implemented 
a harmonized milk receiving policy. The next area tar- 
geted for harmonization is milk transportation, which 
is currently in the consultation phase. 


The WMP implemented the national 1% permanent 
growth allowance, and its own growth allowance man- 
agement program. Also, it reviewed and updated its 
1(c)/4(c) initiatives to provide WMP processors with 
Opportunities similar to those available in the PS. 
Finally, as of August 1, 2013, milk shakes for retail 
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will be classified as a Class 2 product, which completes 
the harmonization of the Milk Classification System 
throughout Canada. 


The WMP remains committed to reducing the gap 
in farm milk prices between the two pools. In the 
spring of 2013, it applied the second of three price 
adjustment, and the remaining adjustment is to be 
implemented by spring 2014. 


The WMP is also pursuing its efforts to promote inno- 
vation and the development of niche markets within 
the pool. Its innovation champion continues to study 
niche markets with an eye to developing an innovation 
strategy for the pool. 
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External Audits 


ost external audits are performed on companies 
participating in the Special Milk Class Permit Program. 
Risk assessment is used to identify high risk com- 
panies among program participants. The CDC audits 
the same companies for the Import for Re-export 
Program if they also participate in this program, 
which is administered by Foreign Affairs, Trade and 
Development Canada. During the 2012-2013 dairy 
year, 74 companies, including 4(m) permit holders, 
were audited compared to 63 the previous year. This 


resulted in claims of $415,376 from these companies. 
The increased number of audits the past few years 
was made possible by performing desk audits in cases 
that presented a lower level of risk. 


The CDC also performs the milk plant utilization 
audits in Manitoba, Newfoundland and Labrador, 
Nova Scotia, Prince Edward Island, New Brunswick, 
and Saskatchewan on a cost-recovery basis. The 
contracts with Nova Scotia, PEI, and Saskatchewan 
have been renewed for a period of two years. How- 
ever, the contracts with Newfoundland and Labrador 
and New Brunswick, expire once the audit work of the 
2012- 2013 dairy year is complete and will need to be 
renegotiated. 


National Milk Utilization Audit Standards and 
Harmonization of Practices 


As part of its role in reporting on the progress of 
harmonization of all provincial audit practices as per 
a CMSMC decision of 2006, the CDC held a meeting 
on April 25, 2013 in Ottawa to formalize the creation 
of the National Milk Audit Advisory Committee. This 
committee brings together CDC auditors, provincial 
auditors, representatives of dairy producer boards 
and representatives of the dairy processing industry, 
lt discussed the interpretation and application of the 
ilk Utilization Audit Standards, reviewed audit prac- 
tices in all provinces, and discussed new programs or 


initiatives that have audit implications. A follow-up 
meeting/webinar of this committee was held on June 
11, and a total of 35 participants attended the two 
meetings. 


Market Development 
In 2012-2013, the CDC participated in the annual 
Canadian Institute of Food Technologists Supplie 
Night in Toronto, in the Canadian Restaurant an 


Foodservice Association Show in Toronto, and in th 


in Vancouver and met with 38 companies who cou 


S 
d 
e 
Bakery Congress of the Baking Association of Canada 
d 
benefit from CDC programs. Also, the CDC’s Innovation 

d 


Champion took part in a two-day Dairy Research an 
Collaboration Summit in Charlottetown, Prince Edward 
Island, hosted by Maritime Quality Milk to outline 
research and funding opportunities available through 
the CDC. 


Activities and Programs 


The CDC also conducted 12 on-site visits across Canada 
with targeted dairy and food processing companies 
and investment groups to provide business advice and 
information on new opportunities that help grow the 
market for Canadian milk and dairy products. 


The CDC is working closely with two companies who 


+ 


expect to complete the construction of their new 


plant facilities in Canada in 2014. These new plants 
will create a significant increase in the use of milk 
and milk ingredients in frozen prepared foods and 
infant formula. The CDC is also providing guidance 


and advice to a group of Canadian and foreign inves- 


tors In the area of infant food and meal replacement 


products to be manufactured in Canada. 


Matching Investment Fund 


The Matching Investment Fund (MIF) is designed to 
help eligible companies and Food Technology Centres 
with product development initiatives that help stimulate 
demand for Canadian dairy products and ingredients 
During the 2012-2013 dairy year, the MIF received 
33 applications, and as of July 31, 2013, nine projects 
received funding approval amounting to approximately 


$408,500. Approved projects include consultation 
services, recipe formulation and technology transfer 


activities. Cheese, skim milk powder, and fluid milk 
are the main ingredients involved in these projects 


Domestic Dairy Product Innovation Program 


The Domestic Dairy Product Innovation Program 
(DDPIP) encourages the manufacture of new and 
innovative products on the domestic market. It 
allows for the addition of specific volumes of milk 
to provincial quotas to ensure that the milk supply 
needed to produce innovative products is available 
to successful applicants. 


During the 2012-2013 dairy year, firms in Quebec, 
Ontario, Manitoba, Alberta and British Columbia used 
111.5 million litres of milk under the DDPIP compared 
to 107.0 million litres in 2011-2012. This volume of milk 
used is the highest level achieved to date under the 
program. 


This year, the selection committee met in November 
2012 and in May and July, 2013. It received 56 applica- 
tions, most of which were for specialty cheeses. Of 
these 56 applications, 20 met the program criteria 
and were accepted, and 36 were rejected. 


The DDPIP was not renewed by the CMSMC in July 2013 
which led the CDC to create the new Dairy Innovation 
Program that took effect August 1, 2013 and operates 
ona similar basis. 
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Special Milk Class Permit Program 


The Special Milk Class Permit Program was imple- 
mented in 1995 to allow further processors to remain 
competitive. Through this system, milk components 
are made available at competitive prices to manu- 
facture dairy ingredients destined for use in further 
processed products. Further processors are able to 
access these dairy ingredients by means of a Special 
Class permit issued by the Canadian Dairy Commission. 


Further processors used the equivalent of 27.47 million 
ke of butterfat in the 2012-2013 dairy year, an increase 
of 5.65% over the previous year. The average reve- 
nues obtained by producers from these three classes 
amounted to $39.08/hl compared to $38.24/hl for the 


previous year. A total of 2,006 permits were issued 
this dairy year for classes 5(a), (b) and (c), most of 
which were class 5(b) permits. The number of active 
further processors registered in the program on July 
31, 2013 amounted to 1,619. Of particular note, the use 
of skim milk powder in classes 5(b) and 5(c) increased 
by 13% to reach 11,843 tonnes and the use of cream 
increased by 7% to reach 15,400 tonnes. 


CDC Scholarship Program 


The CDC helps introduce new products, technologies 
and markets to the dairy industry through its support 
of the CDC Scholarship Program. Launched in the fall 
of 2006, this program promotes graduate studies 
in agricultural economics and policy, and food, dairy 


Volume of Milk Sold (million kg butterfat) and Average Producer Prices ($/hl)* 


Class 2008-2009 2009-2010 2010-2011 2011-2012 2012-2013 
5(a) Volume 754 7.62 785 746 735 

cheese) Price $36.19 $29.76 635.20 $40.73 $40.95 
5(b) Volume 10.70 131 12.96 “13.59 aa 
ener ae recente) Trice Ganey $28.92. | $38.87 639.26 | $38.59 | 
5(c) Volume 4.63 4.64 4.81 te 
SUS Price S83 0074 ie 


Total Volume 


Price 


25.62 
$36.74 


*Prices are calculated at 3.6 ke of butterfat per hl, using the latest compositional standards for all dairy years. 
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or animal science as these fields relate to the dairy 
industry. It provides $20,000 per year for up to two 
years to full time M. Sc. students and $30,000 per 
year for up to three years to full time Ph. D. students. 
Between 2006 and 2013, the CDC funded 70 masters’ 
projects and 25 doctorates. For the 5-year period going 
from 2011 to 2016, the program has an envelope of 
three million dollars to be distributed to institutions 
across Canada as follows. 


Nova Scotia Agricultural College $200,000 
Université Laval | $400,000 

ovalait $600,000 
University of Guelph $1,000,000 
University of Manitoba $200,000 
University of Saskatchewan $200,000 
University of Alberta $200,000 
University of British Columbia $200,000 


Total 7 $3,000,000 
Exports 


During the 2012-2013 dairy year, the majority of dairy 
product exports were performed by the private sector 
under permits from the CDC. The main role of the CDC 
was to dispose of the structural surplus of solids non 
fat mainly in the form of skim milk powder or blends 
containing skim milk solids. During the 2012-2013 
dairy year, Canada exported 10,340 tonnes of skim 
milk powder. 


In regard to cheese exports, the CDC's major respon- 
sibility is to deliver certificates to Canadian exporters 
that give them access to the aged cheddar market 
in the European Union. In 1980, Canada negotiated a 
Special access quota with the European Union which 
amounts to 4,000 tonnes. For the fifth year in a row, 
Canada was not able to take advantage of part of 
that access. This was partly compensated by issuing 
export permits for other markets. In total, Canada 


has exported 5,470 tonnes of cheese within the limits 


of Canada’s export subsidy commitments under its 
WTO obligations. Concerning butter, Canada exported 
2,375 tonnes in 2012-2013 compared to no exports in 
the previous dairy year. 


Export Limits and Products Exported 


Product 

Export limit exported 
Category (million $) (million $) 
Butter 11.025 10.364 
Cheese 16.228 16.143 
Skim milk 31149 31149 
powder 
Others 22.505 22.502 
ncorporated 50.276 0.276 
products 


Activities and Programs 


Industry Support 

The CDC regularly supports a number of initiatives 
that benefit the entire dairy industry. One of these 
is the Canadian Quality Milk (CQM) Program which 
is administered by Dairy Farmers of Canada (DFC). 
This quality assurance programme is HACCP-based. In 
2012-2013, the CDC contributed $200 for each Canadian 
dairy farm validation for a total of $650,903. This 
reduced the costs of the program for farmers and 


created an incentive for them to participate. CDC's 
contribution to the COM program will be reduced to 
$100 per farm in 2013-2014, and is set to expire on 
July 31, 2014. 


In 2012-2013, the CDC continued its partnership with 
Agriculture and Agri-Food Canada, the Natural Sciences 
and Engineering Research Council of Canada and DFC 


to fund a dairy research cluster. Forty-eight projects 
on the role o 
cardiovascular health, their impact on healthy weight 


es 


dairy products as key components on 


and body composition, and their role in optimal nutri- 
tion, development and maintenance were completed 


as well as studies on the environmental footprint 
of the dairy sector in Canada. The CDC contributed 
$1,435,915 to the dairy research cluster between 
January 2010 and March 2013, supporting the work of 


over 100 scientists and 143 students and professionals 
in universities and institutions across Canada. This 
program ended in July 2013. 


Performance and Goals 
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Achievements for 2012-2013 
A) BUSINESS SEGMENT: PRODUCER REVENUE 


Goal 1. To provide efficient producers of milk and cream with the opportunity to obtain a fair return for their labour and investment 
Pricing of industrial and fluid milk 


Expected result Performance indicator Achievements % complete 


Efficient producers of milk 
receive fair revenues, 
in Canada. 


The CDC plays two roles when it comes to the pricing 
of milk at the farm level. One role is to establish support 
prices for butter and skim milk powder (SMP). Every 


Specific activities for 2012-2013 


Review the calculations of the labour 
component of the COP study. 


Update and harmonize the procedures for the 
COP study. 


Revenues from milk sales cover the cost of a 
reasonable percentage of the milk produced 


In 2012-2013, revenues from milk sales covered 
the cost of a reasonable percentage of the milk 


produced in Canada. 


year, the CDC coordinates a nationwide study on the 
cost of producing one hectolitre of milk (COP study). 
This cost is one of the main drivers of support prices. 


Performance indicator 


* — Analysis of labour calculations 
+ Allocation of appropriate rates 
to producer management time 


A COP Technical Committee” is in place 
and makes recommendations to the 
CDC regarding the harmonization of 
COP data collection and reconciliation 
with a focus on reducing the cost of 
this annual study. 


Achievements 


The analysis was completed and 
recommendations were presented to 
the CDC board in July. The CDC board 
decided not to change the COP labour 
rates for the time being. 


In collaboration with the COP Technical 
Committee, the CDC updated the COP 
manual, which was adopted by the 
CDC board. 


Discussions are in progress with data 
collection agencies concerning the cost 
of the study. 


With membership from the COC, Dairy Farmers of Canada, and milk marketing boards from Quebec, Ontario, the Atlantic and Western Canada. 


Performance and Goals 


formula was renewed for 3 years. 


100% 


The CDC also calculates the result of the pricing for- 
mula for fluid milk once a year. In 2012, the existing 


% complete 


100% 


80% 


Market development 


Expected result Performance indicator Achievements % complete 


Canadian demand for dairy Programs that the CDC administers and * 56 new applications received under the 100% 
products and components that promote innovation are used by their Domestic Dairy Product Innovation Program 
is sustained or increased. intended audience. (DDPIP) of which 20 were approved 


* 33 new applications received under the 
Matching Investment Fund (MIF) of which 
5 were approved 

¢ The number of applications received is 
consistent with the good level of interest 
shown in both programs over the past 2 years. 


The CDC administers several programs aimed at The CDC administers the Domestic Dairy Products a new dairy product. The DDPIP was not renewed by 
expanding the market for dairy products and ingredi- Innovation Program (DDPIP) on behalf of the dairy the CMSMC in July 2013 which led the CDC to create 
ents. Some of these programs encourage innovation industry. This program gives access to a certain quan- the new Dairy Innovation Program that took effect 
and education while others involve public policy. tity of milk to dairy processors who want to launch August 1, 2013 and operates on a similar basis. 


Specific activities for 2012-2013 Performance indicator Achievements % complete 


Implement the new guidelines of the * Communication of new guidelines * The new guidelines were 100% 
DDPIP and monitor compliance by program to participants communicated to participants 
participants with the new guidelines. * Participants comply with the in September 2012 and used by 
new guidelines the Selection Committee 
¢ Reception of 40 applications * The CDC received 56 applications 
in 2012-2013, of which 20 were 
approved. 
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The Dairy Marketing Program (DMP) provides expertise Matching Investment Fund (MIF) is part of the DMP 


and easy access to programs and services that encour- and it has been renewed until 2013-2014. 
age the manufacture and use of dairy ingredients. The 


Specific activities for 2012-2013 


Implement the new format of the MIF program. * Reception of S applications under : 
the new program 


Increase the level of activity under the Dairy * 55 visits to targeted dairy ° 
Marketing Program. ingredient users 

* 5 trade shows 

* 5 outreach activities 


Performance indicator Achievements 


33 applications have been received 
for the new program of which 5 were 
approved. Three applications are 
awaiting review by the evaluation 
committee. 


Meetings/exchanges with over 50 
dairy processors/further processors 
took place while participating in 
four major industry trade show/ 
conference events. 


The administration of the Special Milk Class Permit administration of the program (including audits and IT 
Program (SMCPP) directly involves about one third requirements), the CDC conducted a business process 


of the CDC staff. In an effort to gain efficiency in the analysis of the program in 2011-2012. 


Specific activities for 2012-2013 


Implement the agreed to recommendations of * Undertake the creation of the new ° 

the business process analysis report. Special Class Web-based, interactive 
computer application under the 
supervision of an internal steering 
committee. 


Performance and Goals 


Performance indicator Achievements 


The new computer application 
is being developed and set to be 
launched on October 1, 2013. 


% complete 


100% 


77% 


% complete 


100% 


NO 
oO 


Pool administration 


Expected results Performance indicators 


Markets and revenues : 
are shared between pool 
partners in accordance . 
with federal-provincial 
agreements. ° 


For part of this year, the CDC co-chaired the P10 
Negotiating Committee, a group that was mandated 
to negotiate the establishment of a national pool for 


Specific activities for 2012-2013 Performance indicators 


Pooling calculation is done within 3 working 


days of reception of all provincial data 


Funds are transferred no later than 5 working 


days after calculations 


No requests for recalculation of pooling 
transfers received from provincial marketing 


boards 


Achievements 


« Pooling calculations have been done within 
3 working days of reception of all provincial 
data 

* Funds were transferred no later than 5 
working days after calculations 

¢ No request for recalculation of pooling 
transfers received 


all milk. The committee presented its final recom- 
mendations in September 2012 and has ceased its 
activities until further notice. 


Achievements 


Continue working with the P10 Negotiating * Circulate of a draft agreement + The P10 Negotiating Committee was 


Committee to arrive at an agreement on 


revenue sharing, market sharing and milk comments 
allocation. Provide relevant and required 


technical analyses. 
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to all provinces and reception of unable to reach a consensus that 


would allow the drafting of a new 
pooling agreement. 

« It did, however, make several 
recommendations to the CMSMC 
and some of these were approved 
while others are still under discussion. 

« Further work on an agreement for 
national revenue and market sharing 
is Suspended until the industry 
decides to resume discussions, 
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% complete 


100% 


% complete 


0% 
(on hold) 


External audits 


Expected results Performance indicators 


Milk components are paid * 45 audits of special class participants 

for in accordance with * Milk plant utilization audits in 6 provinces 
their end use and dairy * Milk plant utilization audits are monitored 
products are used for their and reported on twice a year in the other 
intended eligible use. 4 provinces 

Any audited company * Audit assurance is obtained through specified 
that does not comply procedures performed in all 10 provinces and 
with Import for Re- data are accurately reported 

export Program (IREP) * 6 audits of IREP participants 


requirements is reported 
to the Department of 
Foreign affairs, Trade and 
Development (DFATD). 


The CDC promotes the harmonization of audit practices 
in all 10 provinces as well as the utilization of best 
audit practices. 


Specific activities for 2012-2013 Performance indicators 


Hold a meeting of provincial auditors at Hold meeting 


the national level to promote the use of 
harmonized best audit practices 


Performance and Goals 


Achievements % complete 


* 74 special class audits have been completed 100% 
Or are in progress, 

* Utilization audit work is complete in all 
six provinces. 

* Done twice. 

* Reports were received for 9 of 10 provinces. 

* 8 IREP audits have been completed or are 
in progress, 


Achievements % complete 


* A meeting of provincial auditors 100% 
was held on April 25, 2013 followed 
by a webinar held on June 1), 2013. 
Results will be reflected in the 
National Milk Utilization Audit 
Standards in 2013-2014. 
* Audit and administration procedures 
are being discussed and developed 
for the new Class 3(d) 


3] 


Performance indicators 


Specific activities for 2012-2013 


Participate in harmonization efforts at the 
regional levels (East and West). 


More harmonized audit practices in the 
East and the West 


Report on progress of audit activities in the 
four provinces where the CDC is not the auditor 
and promote continuity of services and the use 
of acommon milk utilization audit software. 


Presentation of reports to the CMSMC 


Continue to encourage the reception of audited 
electronic data from Ontario and Quebec for 
the purpose of administering the program and 
auditing participants of the Special Milk Class 
Permit Program. 


Regular reception of audited data from 
Ontario and Quebec 
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Achievements % complete 


« With the view to promote 100% 

harmonization, the audit team 

participates in discussions at the 

regional level (East and West) 

when necessary and identifies 

improvements required to the 

National Milk Utilization Audit 

Standards. 


¢ Progress reports for all provinces on 100% 
audit activities were presented to 
CMSMC. 
* Promotion of continuity of services 
and the use of a common milk 
utilization audit software is done 
at the National Milk Audit Advisory 
Committee and CMSMC meetings 
on an on-going basis. 


¢ Detailed modalities for proposed 50% 
reporting of data directly from 
utilization audit software were 
drafted and presented to Quebec and 
Ontario auditors, marketing boards, 
and processor representatives 
requesting feedback. As of 
July 31, 2013, some stakeholders 
had responded while others were 
in consultations about these 
modalities. This is an ongoing 
objective for the CDC. 
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B) BUSINESS SEGMENT: SUPPLY OF DAIRY PRODUCTS 


Goal 2. To provide consumers of dairy products with a continuous and adequate supply of dairy products of high quality 


Manage the national industrial milk supply 


Expected results Performance indicators 


Achievements 


total quota 


+ The Canadian milk * — Milk production is between 99.5 and 100.5% of . 
production matches total quota 
demand. 

* Exports of solids non * Subsidized export categories of skim milk . 


fat are maximized. 


powder (SMP) and incorporated products are 


filled at least at 95% 


The CDC administers the production management 
pillar of Canada’s supply management system for milk, 
To do so, the CDC calculates demand and examines 
various ways to ensure that production meets demand, 


Specific activities for 2012-2013 Performance indicators 


Review the calculation of total demand and 
the level of stocks needed to ensure sufficient 
supplies of dairy products year round. 


Examine the need for a permanent growth 
reserve to be added to the quota for industrial 
milk. This reserve would ensure that enough 
milk is available during periods of significant 
market growth. 


Presentation of recommendations 
to the CMSMC Secretariat. 


Close monitoring and periodical 
assessment of the need for a growth 
allowance. In addition, develop a 
recommendation for a permanent 
growth reserve to ensure that 
enough milk is available during 
periods of significant market growth. 


Performance and Goals 


Achievements 


A detail 


deman 


In 2012-2013, milk production was at 101.2% of 


In 2012-2013, both exports categories were 
filled at 100% 


led presentation on milk 


d, supp 


is made to eac 
CMSMC meetings 


A perm 
Was ap 


anent 1 
proved 


July 20 


inthe WMP an 


ies and inventories 
h Secretariat and 


% growth allowance 
by the CMSMC in 


2. It has been implemented 


d discussions are 


underway to implement it in the PS. 


% complete 


75% 


100% 


% complete 


100% 


100% 


In order to produce enough butterfat to supply the a long term strategy is required to develop markets 


domestic market, the current system generates a for these milk solids non fat. 
surplus of milk solids non fat. The CDC believes that 


Specific activities for 2012-2013 Performance indicators 


Achievements 


Initiate discussions and consultations with ¢ Presentation of a draft strategy to -  Athree-year strategy was presented 
the industry to develop a long term ingredient the CMSMC to stakeholders individually. This 
strategy that would build on past initiatives « Agreement on a final strategy by strategy includes measures related 
and increase utilization of surplus solids the CMSMC to the surplus of skim milk solids. 


non fat. 


Seasonality programs 


Expected results Performance indicators 


Dairy products are ¢ — Provincial milk marketing boards report no 

available to Canadians all seasonal shortages of dairy products 

year. ¢ CDC butter stocks never fall below 90% of 
normal level 


Specific activities for 2012-2013 Performance indicators 


* Some of the elements of this 
strategy have been presented to the 
CMSMC and approved such as milk 
Class 3(d). Others will be presented 
in 2013-2014. 


Achievements 


« No shortages have been reported by provincial 
milk marketing boards. 

* Butter stocks have not been below 90% of 
their normal level this dairy year. 


Achievements 


Monitor the effects of the changes to ¢ Submission of reports to the board * The level of stocks during the year 
Seasonality Program policies for the 2012 on the effects of the 2012 changes was such that there was no need to 
calendar year to ensure that they meet * Presentation to the board of make policy changes. Since there 


their objectives and adjust policies for adjustments to the policies 
2013 if required. 


was no change to the policy, no 
reports were presented to the Board. 
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% complete 


100% 


% complete 


100% 


% complete 


100% 


C) BUSINESS SEGMENT: IMPROVE THE CDC 
Internal Services 


Internal services are activities that support the needs Communications, Corporate Services, Finance and The CDC had planned to undertake the following 
of programs and other corporate obligations of an Administration, Human Resources, IM/IT, Internal strategic activities during dairy year 2012-2013. 
organization. In the case of the CDC, they include Audits and Program Evaluations. 


Adopt a dairy year basis for all activities 


Specific activities for 2012-2013 Achievements % complete 
Harmonize all CDC activities and operations to be based on the All activities have been harmonized with the dairy year as of 100% 


dairy year (August 1 to July 31). August 1, 2012. 


Program evaluations 


Specific activities for 2012-2013 Achievements 7 % complete 


Conduct a program evaluation of milk Class 4(a)1, a class put The program evaluation of Class 4(a)1 is completed. 100% 
in place in 2005 to encourage the use of solids non fat in the 

manufacture of non-standardized products in the processed 

cheese category. 
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Performance and Goals 


Internal audits 


Specific activities for 2012-2013 Achievements % complete 


Perform internal audits of the following activities: funding of the Internal audits of the funding of the Dairy Research Cluster by 50% 
Dairy Research Cluster by the CDC, conformity of the Annual Report the CDC and the MOU between the CDC and Justice Canada for 

to TBS guidelines, the memorandum of understanding (MOU) legal services have been completed. In May 2013, the Senior 

between the CDC and Justice Canada for legal services, the MOU Management Team suspended the four remaining projects for 


between the CDC and Agriculture and Agri-Food Canada (AAFC) for the dairy year due to new and changing priorities at the CDC. 
IT services, the management of butter resale, and data collection 
for the annual cost of production study. 


Internal auditors will also monitor and provide advice for the An audit manager continued to provide advice to the project 100% 
design of the new computer application for the Special Milk management team. 
Class Permit Program. 


Implement new code of values and ethics 


The Public Servants Disclosure Protection Act requires that all organizations that are part of the Federal government adopt and implement a new values and ethics code. 
The CDC board adopted a Code of Ethics for the CDC on March 28, 2012 and this code constitutes a condition of employment for employees. This new code replaces 
the Values and Ethics Code for the Public Service. 


Specific activities for 2012-2013 Achievements % complete 
Communicate its new Code of Ethics to its staff. This code Presentations on the new Code of Ethics were made to staff 100% 
includes employee obligations related to conflicts of interest members in May 2012 and since then, it is part of the orientation 

and post-employment. of new employees. 
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Increase the efficiency of the CDC’s operations 


Specific activities for 2012-2013 Achievements 


% complete 


Create an IT Advisory Committee to prioritize the needs of the The IT Advisory Committee was created on March 19, 2013 and held 100% 
CDC, so that the IT section is able to respond first to the most 2 meetings. 

important requests. 

Implement the agreed upon recommendations made by a small The task force report was received and approved by SMT in May 100% 


internal task force that was mandated in 2011-2012 to study how 
to make some administrative functions more efficient. 


2012. Most of the recommendations have been implemented. 


Maintain employee engagement in a cost-reduction environment 


The administrative budget of the CDC is being reduced over three years. This may cause some employees to feel insecure and disengaged if nothing is done to reas- 
sure and inform them of the situation. 


Specific activities for 2012-2013 Achievements % complete 


Assess Current and future HR requirements and work load to HR requirements and workload are currently under review and will 90% 
mitigate the impact of the budgetary constraints on the CDC be completed by March 31, 2014. 
workforce and on the delivery of programs and services. 
Implement mechanisms that encourage co-operation, exchange of The CDC held three brainstorming sessions with selected staff 75% 
ideas and sharing of resources within the CDC to produce efficiency members on the current issues facing the dairy industry and 
gains and reduce costs. potential solutions. 
Furthermore, several inter-team meetings were held to coordinate 
the implementation of new milk classes. 
Ensure continuous communication with its staff members about Senior managers have been communicating with their respective 100% 


the actual budget constraints and how they will be managed. 


teams. 


The CEO presented regular updates on budget constraints and 
other topics. 


Performance and Goals 


Goals for the Period 2013-2014 to 2017-2018 


Goal 1. To provide efficient producers of milk and cream with the opportunity to obtain a fair return for their labour and investment 


Pricing of industrial and fluid milk 


Expected result _ 


Efficient producers of milk receive fair revenues 


Specific activity for 2013-2014 


Review and implement the procedures contained in the fedated manual for 
the COP SE 


Implement measures to reduce the overall cost oft the COP Bene, 


Evaluate the need to perform a new study on the processor margin and yields 
for butter and skim milk powder 


Continue discussions with the industry on the possibility of implementing a 
pricing formula for classes 2 (yogurt) and 3 (cheese) 


Market development 


Expected result _ 


Programs that the CDC administers and that promote innovation are used by 
their intended audience 


The structural surplus of milk solids non fat is reduced 


3 2013-2014 is the last year of the current edition of the Matching Investment Fund. 
% From a forecast of 80,000 tonnes in 2012-2013. 
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Performance indicator 


Revenues from milk sales cover the costs of a reasonable percentage of 
producers in Canada. 


Performance indicator 


The COP data collection in the summer of 2013 follows the anne of the 
updated COP EEILeth Ee rei eee etalehe: across NESiEDIES 


The cost of the COP study is reduced from 6382, 000 in calendar year 2013 to 
$780,000 in AD 


A recommendation is presented to the CDC board as to the need to ee atin 
a new study and if the board agrees, a mandate for the study is given toa 
private firm. 


A recommendation on a formula is brought to the CMSMC if the industry 
representatives can reach a consensus. Upon approval, the formula is 
implemented by the CDC. 


Performance indicator 


5 new projects accepted under the etnine Investment Fund 

* — Renewal of the Matching Investment Fund before the end of the dairy year® 
¢ — Participation in 3 major dairy/food trade shows across Canada and in the 
AURLOEE Bev) SEEEIE | Colleen SNe in PEl 


Structural one 2) wus Snob non fan iS Hee Tee to 70, TOG! 0 tonnes™. 
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Specific activities for 2013-2014 


Implement the decision of the CMSMC concerning the DDPIP (renewal or not, 
new criteria, etc.) 


Encourage dairy producers and processors to develop profitable international 
markets for cheese 


Implement the administration and audit requirements of the new class 3(d) 
for mozzarella cheese on fresh pizzas 


Put in place incentives to increase the use of solids non fat in higher-value 
milk classes that are Showing growth, such as yogurt and cheese. 


Create a medium-term plan to develop the manufacturing of infant formula 
in Canada. This sector has the potential to use significant quantities of solids 
non fat, thereby reducing the structural surplus. 


Pool administration 


Expected results 


Market and revenues are shared between pool partners in accordance with 
federal-provincial agreements 


Performance and Goals 


Performance indicator 


If the program is renewed, the CDC updates the guidelines as instructed by the 
CMSMC, publishes them and applies them in its administration of the program. 


A strategy to develop exports of cheese made entirely from Canadian 
components is developed and implemented in collaboration with the industry. 


The remaining cheese export category subsidy room available over and above 
the cheese contracts signed in 2013-2014 is utilized to export solids non-fat in 
order to fill 90% of this category. 


The administrative requirements are written, approved by the CMSMC and 
ommunicated to the target audience (restaurants), 


Gy 


The audit requirements are adopted by the CMSMC and added to the National 
Milk Utilization Audit Standards. 


50 million litres of liquid skim milk is redirected from skim milk powder 
production to yogurt and/or cheese production. 


A plan is drafted and approved by the CDC board. Implementation follows the 
next year. 


Performance indicators 
Pooling calculation is done within 3 working days of reception of all provincial data. 
Funds are transferred no later than 5 working days after calculations. 


No requests for recalculation of pooling transfers are received from provincial 


marketing boards. 


Specific activities for 2013-2014 Performance indicator 


Implement the recommendations from the P10 Negotiating Committee that The recommendations are implemented following their adoption in accordance 
are adopted by the CMSMC. with the deadlines dictated by the CMSMC. 


External audits 


Expected results Performance indicators 


Milk components are paid for in accordance with their end use and dairy 50 audits of special class and Class 4(m) participants 


products are used for their intended eligible use. h,? 
Milk plant utilization audits in 6 provinces 


Any audited company that does not comply with Import for Re-export 
Program requirements is reported to the Department of Foreign Affairs, 
Trade and Development. 


Milk plant utilization audits are monitored and reported on twice a year in the 
other 4 provinces. 


Audit assurance is obtained through specified procedures that are performed 
in all 10 provinces and data are accurately reported. 


Risk-based audit approach and methodology for Class 3(d) is underway. 


6 audits of IREP participants 


Specific activities for 2013-2014 Performance indicators 


Report on progress of audit activities in all 10 provinces including the four Present 2 reports per year to the CMSMC. 
provinces where the CDC is not the auditor. Promote continuity of services 
and the use of acommon milk utilization audit software. 


Continue to encourage the reception of electronic data from Ontario and Follow-up with Quebec and Ontario auditors, marketing boards, and processor 
Quebec processors for the purpose of administering the program and auditing representatives to obtain their feedback on the proposed modalities to receive 


participants of the Special Milk Class Permit Program. data directly from utilization audit software. 
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Goal 2. To provide consumers of dairy products with a continuous and adequate supply of dairy products of high quality 


Manage the national industrial milk supply 


Expected result 


The Canadian milk production matches demand 


Exports of solids non fat are maximized 


Specific activities for 2013-2014 


Improve market information provided to the dairy industry 


Improve the tools used to forecast milk production 


In consultation with milk producers, develop a mechanism aimed at 
maintaining the predictability and stability in the milk production system 
and the dairy industry. 


Hold discussions and consultations with the industry on the possibility of 


setting the price of the milk used to make skim milk powder at world price. 


Seasonality programs 


Expected results 


Dairy products are available to Canadians all year. 


Performance and Goals 


Performance indicator 
Milk production is between 99.5 and 100.5% of total quota. 


Subsidized export categories of skim milk powder, incorporated products and 
other products are filled at least at 99%. 


Performance indicators 


Simplified calculations are proposed for total quota, MSO and skim-off to 
simplify and improve decisions related to the milk supply. 


An improved model to forecast national milk production is developed. 


Comparative reports on quota issuance and policies are distributed quarterly, 


The mechanism is developed and implemented. 


Scenarios are developed and presented to the CMSMC and if one is adopted, it 


is implemented. 


Performance indicators 
Provincial milk marketing boards report no seasonal shortages of dairy products. 


CDC butter stocks never fall below 90% of normal level, thereby ensuring 
domestic supplies. 


Al 


Internal Services 
The CDC plans to undertake the following strategic initiatives during dairy year 2013-2014. 


Internal audits and Program evaluations 


Strategic activity for 2013-2014 Performance indicator — 


Conduct internal audits and program evaluations based on the CDC internal Internal audit and program evaluation reports are submitted to the Internal 
audit and program evaluation plan Audit and Program Evaluation Advisory Committee, including a management 
response and action plan. Corrective measures are taken where necessary. 
An internal audit manual and an improved audit plan will be developed in 
consultation with senior management in the coming year. 


Governance 
Strategic activity for 2013-2014 Performance indicator 
Fully brief its new board members and provide them with the training Briefing books are prepared and submitted to new board members within one 
opportunities that they need to fully participate in the orientation of week of their appointment. 


the corporation". 


Recruit a person for the new position of director of finance and administration The position is created and staffed. 
and ensure a smooth transition from the current structure to this new structure. 


Implement the required budget restrictions throughout the year to respect its The 2013-2014 administrative budget is reduced by $243,000. Further cuts are 


10% reduction in appropriations. planned the following year to complete our 10% reduction. 
Implement its succession plan, especially in view of the impending retirement In case of retirements, a smooth transition without service interruption and 


of employees holding key positions. minimal loss of knowledge 


15 |f new people are appointed. 
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Increase the efficiency of the CDC’s operations 


Performance indicator 


Strategic activity for 2013-2014 
Automate and streamline the processes identified by the IT Advisory Two processes are automated. 


Committee as being priorities 


Implement a new computer system for the administration of the SMCPP. All SMCPP participants use the new system to file their reports to the CDC. 
as recommended in the 2011-2012 business process analysis. 


Develop an information management strategy in response to Library The strategy is developed, adopted by the Senior Management Team and 
and Archives Canada’s recently announced limitations on their acceptance communicated to the staff. Implementation will follow. 
of records. 


Maintain employee engagement in a cost-reduction environment 


Strategic activity for 2013-2014 Performance indicator 


Foster co-operation, exchange of ideas and sharing of resources within the Representatives from all sections participate in the IT Advisory Committee and 
CDC to produce efficiency gains and reduce costs. the HR Advisory Committee. 


Four Managers’ Forums are held during the year. 


Some staff members are invited to quarterly brainstorming sessions to 
exchange ideas. 
Continue to ensure good communication with its staff members about the The CEO makes quarterly presentations to the staff on both the potential 
potential changes in the workplace. changes in the workplace and the state of the dairy industry. 
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Financial Report 


Management Discussion and Analysis 


The folowing discussion and analysis of the operating results 
incial position of the Canadian Dairy Commission (CDC) 


» year ending July 31, 2013 should be read in conjunction 


“DC enclosed herein and 


with the financial statements of the 


the annual report 
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Selected Key Results of Operations 


Domestic activities 

In the 2012-2013 dairy year, total revenues from 
domestic sales increased by $41.4 million or 16% com- 
pared to the previous year. This is mainly due to 
higher sales volumes of domestic butter and 4(m) 
skim milk powder (SMP) to Canadian animal feed 
manufacturers. Although revenues increased, the 
gross profit on domestic sales decreased by $4.3 mil- 
ion compared the previous year’s result largely due 
to an increase in the cost of goods sold for the 4(m) 
SMP as the CDC purchased the product at prices that 
were more in line with expected sales revenues. 


SMP sold to the animal feed sector under Class 4(m) 
amounted to 23,915 t in 2012-2013, an increase of 
1,910 t compared to the previous year resulting in addi- 
tional domestic revenues of $3.1 million. Over 65% of 
the domestic gross profit before transport, carrying 
charges and financing costs is due to activities in the 
animal feed market. 


Domestic activities 


2012-2013 

a eae a : re : a cn Minti ee : ae ee a 
Cost of goods sold S 234,423 
Transport and carrying charges . 4 Sy 315)00) 
Finance costs S 1,126 
Gross profit on domestic sales $ 11,807 


The CDC purchases Plan A bulk butter to be resold 
to processors when seasonal deficiencies occur in 
the domestic market. A quantity of 2,247 t was sold 
this year compared to 1,399 t in the previous year 
which increased revenues by $3.7 million. Plan A 
butter revenues are normally equal to the cost of 
goods sold because the CDC purchases and sells this 
product at the prevailing support price. This year, 
the cost of goods sold was lower than the revenues 


because a portion of the butter originally destined 
for the export market was purchased at world prices, 
and subsequently sold on the domestic market at 
the Canadian support price. 


The CDC also purchases Plan B butter and skim milk 
powder (SMP) from processors with the requirement 
that processors repurchase their product within a pre- 
determined period. A quantity of 22,728 t of butter 
was sold this year compared to 17,230 t last year. This 
generated $41.5 million in additional revenues. As for 
Plan B skim milk powder, sales decreased by 314 t, 


(in thousands) 


2011-2012 S$ variance 
BE cc esc. ee a ee 

S 189,808 S 44,615 

S 4,790 S 540 

S 579 S 547 

$ 16,103 $ (4,296) 
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which reduced revenues by $1.8 million. The cost of 
butter and skim milk powder sold under Plan B was 
almost equal to the selling prices obtained during the 
year as these products were purchased and sold at 
prevailing support prices. 


The CDC continues to import butter as part of Canada’s 
obligations under the World Trade Organization 


Agreement (WTO). Imported butter sales decreased 
by 24%, which reduced revenues by $5.1 million com- 
pared to the previous year. This butter is purchased at 
prevailing world prices and is directed to the further 
processing industry through butter manufacturers. 


Export activities 
Export sales revenue increased compared to the 
previous year mainly due to the CDC exporting 
greater volumes of SMP at higher prices. The CDC 
also exported butter in 2012-2013 while this was not 
the case in the previous year. 


The quantity of skim milk powder sold in 2012-2013 
amounted to 12,574 t compared to 9,259 t for the previ- 
ous dairy year. This increased revenues by $15.6 million. 


Butter sales for export amounted to 2,438 t, which 
generated revenues of $8.5 million. There were no 


export sales of butter in the previous dairy year. 


The CDC purchases surplus dairy products destined 
for export at prices that reflect the prevailing world 
market conditions with the intent of breaking even 


ds 
en 


Export activities 


S 53 


2012-2013 
Export sales revenues as 
Cost of goods sold 3 S 49,266 
ees es cee WOO cicada rec 


Gross profit (loss) on export sales 


over the course of each dairy year. As these markets 
are very difficult to predict, the CDC may sometimes 
finish the dairy year with minimal gains or losses that 
reflect this price volatility. 


Transport, carrying, and finance costs 

“Transport, carrying, and finance costs” are mostly 
comprised of transportation expenses, interest expenses 
on loans, handling and storage charges, and insur- 
ance. Transport and carrying costs for domestic and 


Transport, carrying, and finance cost 


2012-2013 
2011-2012 
2010-2011 
2009-2010 


2008-2009 


ee 


(in thousands) 


2011-2012 $ variance 

$ 21076 $ 74058 

$ 26,111 $2355 

Ss es oS se: 
ea: ae = 

$ (14) 


export activities combined increased by $0.9 million 
compared to those of 2011-2012. This increase is the 
direct result of higher average inventory levels and 
higher sales volumes. 


Similarly, finance costs were $1.1 million compared to 
$0.6 million. This increase is due to higher average 
inventory and a slight rise in borrowing rates. Finance 
costs are projected to continue to increase in 2013- 
2014 following anticipated increases in interest rates. 


Other income 


of Canada 


$0.0 $1.0 $2.0 $3.0 $4.0 
millions 
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$5.0 $6.0 S70 58.059.0 510.0 
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Funding from the Government 


Audit Services 


Total other income 


Other income 

Funding from milk pools represents the revenues 
obtained from producers and the marketplace 
to finance a portion of the CDC's administrative 
expenses, the cost of production study as well as 
the carrying charges associated with the CDC butter 
stocks. The 2012-2013 funding is marginally higher 
due to an increase in the butter carrying costs charged 
to the pool resulting from greater average butter 
inventory levels compared to the previous year. 


Parliamentary appropriations are used to partially 
fund the CDC's administrative expenses. The remainder 
of the CDC's administrative expenses are funded 
by dairy producers, commercial operations, and the 
market place. Funding from the Government of 
Canada is recognized in the Statement of Operations 
and Comprehensive Loss and is based on eligible 
government-funded administrative expenses. The 
Government announced funding reductions in its 2012 
federal Budget. The Canadian Dairy Commission's 
share of this reduction will be $0.393 million by 
2014-2015. 


(in thousands) 


Funding from milk pools 


9648 95.678 SAR 
$4,496 $4,668 $(172) 
se eo eS 


$11,092 


$10,581 


Annual Report 2012-2013 


Revenues obtained for audit services relate to the 
milk plant utilization audits performed by the CDC in 
6 provinces on a cost-recovery basis. 


Operating and administrative expenses 
Operating expenses: 

“Industry initiatives” includes expenses relating to 
various CDC programs such as the Matching Invest- 
ment Fund, the Scholarship Program, the Canadian 
Quality Milk Program, and the Dairy Research Cluster. 
In 2012-2013, funding for these programs decreased 
by $0.9 million. The first installment (50%) of the 
Scholarship Program was paid to most institutions 
in 2011-2012, except two that were paid in 2012-2013. 
This represents most of the year over year variance. 


The cost of production study is an annual survey. The 
CDC uses the results of this survey when its sets 
support prices. The cost of this study has not changed 
much over the last year. More information on the 
implication of the CDC in this study can be found on 
page 27. 


“Other charges / (recoveries)” includes amounts rep- 
resenting unrealized gains or losses on outstanding 
foreign exchange contracts as of the Statement of 
Financial Position date. Other amounts in this cate- 
gory are comprised of credits from CDC's contribution 
to the cost of production study, charges incurred by 
the CDC on behalf of the milk pools, and bank charges 
for the milk pool accounts. The most volatile amount 
in “other charges / (recoveries)” would be the gain 
or loss on outstanding foreign exchange contracts. 


Operating and administrative expenses 


Operating Expenses 
Industry initiatives 
Cost of production study 
Other charges / Geueires) 
Total operating expenses 
Administrative Expenses 
Salaries and employee benefits 
Other administrative expenses 
Total administrative expenses 


Total 


(in thousands) 


2012-2013 2011-2012 S variance 
1,597 Sp Sui S (927) 
862 S 840 S 22 
(406) S (301) S (105) 

§ 2,053 § 3,063 § (1,010) 
S 5912. S 5,842 S 70 
1,766 S 2,025 S (259) 

§ 7,678 $ 7,867 § (189) 
§ 9,731 § 10,930 § (1,199) 


These gains or losses are determined using the dif- 
ference between the contracted rates and exchange 
rates as of the Statement of Financial Position date 
applied to the contract amount. They vary with the 
movement of exchange rates as well as with the value 
of outstanding foreign exchange contracts at the end 
of the year. 


Administrative expenses: 

The 2012-2013 administrative budget was $7.9 mil- 
lion. Actual administrative expenses for the year 
totalled $7.7 million. Salaries and employee benefits 
of $5.9 million make up the bulk of these expenses. 
The remaining significant expense groupings are for 
rent, travel and administrative support. 


Financial Report 


The government has undertaken a Deficit Reduction 
Action Plan (DRAP) with the goal of reducing expendi- 
tures on an ongoing basis until fiscal year 2014-2015. 
According to the 2012 federal Budget, the funding 
that the CDC receives from the government will be 
reduced by 10% or $393,000 by April 1, 2014. The 
CDC had taken cost reduction measures to reduce its 
overall 2012-2013 administrative budget by $96,000 
compared to 2011-2012. After an in-depth review of 
its operations, the CDC was able to further reduce the 
2013-2014 administrative budget by $243,000. Addi- 
tional budgetary reductions are planned for dairy year 
2014-2015 to achieve the net savings required by gov- 
ernment, including the elimination of two positions. 


Distribution to provincial boards and agencies 
The distribution to provincial boards and agencies 
represents a refund of surplus generated from the 
Domestic Seasonality and Surplus Removal Programs. 
As milk producers are responsible to finance these 
programs, any surpluses are reimbursed to provincial 
milk marketing boards and agencies. The 2012-2013 
refund for these programs amounted to $14.5 million. 
This represents a decrease of $4.2 million compared 
to the previous year which was the consequence of 
buying Class 4(m) skim milk powder at prices that were 
more in line with expected revenues. 


Inventories and loans 

Average inventory values for 2012-2013 were up 40% 
compared to the previous year, resulting in an increase 
of 76% in our average loan requirements. Butter stocks 
over the entire year were consistently higher than last 
year, resulting in higher-than-average loan values. 
Butter stocks returned to normal levels in 2012-2013 
after being below the norm in the 2011-2012 dairy year. 
Inventory of SMP for the animal feed market was 
1.3 million ke lower than at the end of the previous year. 


The CDC, in consultation with the Minister of Finance, 
has retained its loan limit for 2013-2014 of $165 mil- 
lion. The CDC determined that this limit would be 
sufficient to maintain its capacity to respond to 
unforeseen circumstances brought on by changing 
market conditions. 
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Inventories and loans 
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Risk management 

All business enterprises are subject to risks in their 
ongoing operations. The CDC has identified the major 
risk factors and has established policies and procedures 
to manage these risks. 


The CDC has prepared a Corporate Risk Profile which 
is reviewed and updated at least once per year (latest 
review was February 2013) by management. It outlines 


Canadian Dairy Commission 


2010-2011 


2011-2012 


2012-2013 


® Average Inventory 
gw Average Loan 


the risks identified by managers and directors as posing 
a threat to the core mandate of the CDC and/or to the 
achievement of its goals. The Profile defines each risk, 
describes the existing measures for managing the 
risk, aS well as incremental risk management strategies, 
and identifies the group responsible for implementing 
these strategies. The Profile is taken into consideration 
when doing the environmental analysis during the 
CDC's annual strategic planning session. 
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Credit risk is the exposure to financial loss due to 
a customer failing to meet his financial obligations 
to the CDC. The CDC manages this risk by selling 
product on a “payment first” basis, securing bank 
guarantees and obtaining letters of credit. Other 
strategies include carrying out business only with 
credit-worthy customers. 


Foreign currency risk is the potential for financial loss 
due to unfavourable changes in foreign currency 
exchange rates. The CDC has a policy of zero tolerance 
for foreign currency risk and therefore uses derivatives 
to hedge its sales and purchases in foreign currencies. 
No derivatives are entered into for speculative reasons 
and the CDC only deals with Canadian chartered banks 
in this regard. 


Market risk is the most difficult to manage due to its 
unpredictability. The operations of the CDC are affected 
by many external factors such as world market condi- 
tions, developments in the World Trade Organization 


negotiations on agriculture, domestic market trends 
and fluctuations of supply and demand. The CDC 
addresses these risks by instituting sound manage- 
ment practices, hiring and maintaining competent 
staff and staying abreast of any market or political 
development that may affect its operations. Because 
the CDC deals with supply-managed products such 
as SMP and butter, the export activity is a relatively 
small percentage of its overall revenues. Nonetheless, 


the CDC manages the volatility of world markets by 
strategically selling its products mostly by tenders to 


reliable exporters who seek value-added products, 
ensuring best returns for its commercial operations. 


Future accounting changes 

The International Accounting Standards Board has 
several projects underway, some of which may affect 
IFRS standards relative to the CDC. Management will 
continue to monitor all proposed and continuing proj- 
ects, giving consideration to any changes expected to 
impact the CDC. A more detailed discussion of the 
ote 3 of 


future accounting changes can be found in 
the financial statements. 


Challenges for the future 

As in the past, the main factor that could affect the 
financial results of the CDC in the coming year is the 
fluctuations in world prices for dairy products. Dairy 
product prices have regained streneth in the interna- 
tional market and the Canadian dollar has weakened 
since the beginning of 2013. If this continues, it will 
have a beneficial effect on CDC revenues. However, 
world dairy prices and exchange rates are volatile 
and the trend may rapidly reverse itself. The CDC will 
continue to monitor world prices closely, to choose 


niche markets and to strategically take advantage 
of periods in which prices allow the CDC to maximize 
its revenues from these markets. 


As part of its three-year strategy, the CDC plans on 
gradually eliminating the structural surplus of solids 
non fat. If successful, this would significantly reduce 
the negative impact this has on producer revenues. 
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However, this is a slow process and more than one 
initiative will be required to achieve this objective. 
For example, last year the Canadian Milk Supply 
anagement Committee created a new program for 
the redirection of liquid skim milk to yogurt manufac- 


+ 


turers who experience growth and require more milk. 
To date, this program has not been active because the 
growth allowance added to the quota has generated 
more milk to supply those markets. Nonetheless, since 


the market growth in low fat yogurt requires mainly 


skim milk, when milk production becomes more in 
ine with requirements on a butterfat basis, supply 
of milk to yogurt manufacturers may become insuf- 


ficient and the Skim Milk Redirection Program will be 


k 


activated. This will reduce the volumes of skim m 


being offered to the CDC in the form of surplus SMP 


Meanwhile, the CDC is looking at other initiatives that 


the industry may consider to increase the utilization 


of skim milk solids in value-added products. This would 
also reduce the structural surplus of SMP. 


On the international front, negotiations are still ongoing 


at the World Trade Organization albeit without any 
significant breakthrough in agriculture. Canada was 
formally admitted into the Trans-Pacific Partnership 
in late 2012, and negotiations between Canada and 
the European Union are progressing. The CDC will 
continue to closely monitor those trade negotiations 


and provide advice to trade negotiators in regards to 


potential impact on the dairy industry. 


Management Responsibility for Financial Statements 


The financial statements of the Canadian Dairy 
Commission and all information in this Annual 
Report are the responsibility of management. Those 
statements have been prepared in accordance with 
International Financial Reporting Standards, using 
management's best estimates and judgments where 
appropriate. Financial information presented else- 
where in the Annual Report is consistent with the 
statements provided. 


In discharging its responsibility for financial reporting, 
management maintains and relies on financial and 
management control systems and practices designed 
to provide reasonable assurance that transactions 
are authorized, assets are safeguarded, and proper 
records are maintained. These controls and practices 
ensure the orderly conduct of business, the accuracy of 
accounting records, the timely preparation of reliable 
financial information and the adherence to CDC policies 
and statutory requirements. This process includes 
the communication and ongoing practice of the CDC's 
Code of Ethics. 
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The Audit Committee of the Canadian Dairy 
Commission, made up of the commissioners, over- 
sees management's responsibilities for maintaining 
adequate control systems and the quality of financial 
reporting. The CDC's internal and external auditors 
have free access to the Audit Committee to discuss 
the results of their work and to express their concerns 
and opinions. 


The financial statements of the CDC have been audited 
by the Auditor General of Canada, the independent 
auditor for the Government of Canada. 


us oe PFO 


Jacques Laforge, CEO 


Gaetan Paquette, Senior Director, 


Finance and Operations 


Ottawa, Canada 
September 25, 2013 
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Auditor General of Canada 
Verificateur général du Canada 


Independent Auditor's Report 


To the Minister of Agriculture and Agri-Food 


Report on the Financial Statements 


| have audited the accompanying financial statements 
of the Canadian Dairy Commission, which comprise 
the statement of financial position as at July 31, 2013, 
and the statement of operations and comprehensive 
loss, statement of changes in equity and statement 


of cash flows for the year then ended, and a summary 


of significant accounting policies and other explanatory 
information. 


Management's Responsibility for the 

Financial Statements 

Management is responsible for the preparation and 
fair presentation of these financial statements in 
accordance with International Financial Reporting 
Standards, and for such internal control as 
management determines is necessary to enable 


the preparation of financial statements that are free 


from material misstatement, whether due to fraud 
Or error. 


Auditor’s Responsibility 

My responsibility is to express an opinion on these 
financial statements based on my audit. | conducted 
my audit in accordance with Canadian generally 
accepted auditing standards. Those standards require 
that | comply with ethical requirements and plan and 
perform the audit to obtain reasonable assurance 


about whether the financial statements are free from 
material misstatement. 


An audit involves performing procedures to obtain 
audit evidence about the amounts and disclosures 
in the financial statements. The procedures selected 
depend on the auditor's judgment, including the 
assessment of the risks of material misstatement 
of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor 
considers internal control relevant to the entity's 
preparation and fair presentation of the financial 
statements in order to design audit procedures that 


are appropriate in the circumstances, but not for the 


£ 


purpose of expressing an opinion on the effectiveness 


of the entity's internal control. An audit also includes 
evaluating the appropriateness of accounting policies 
used and the reasonableness of accounting estimates 
made by management, as well as evaluating the overall 
presentation of the financial statements. 


| believe that the audit evidence | have obtained is 
sufficient and appropriate to provide a basis for my 
udit opinion. 


je) 


Opinion 

In my opinion, the financial statements present fairly, 
in all material respects, the financial position of the 
Canadian Dairy Commission as at July 31, 2013, and its 
financial performance and its cash flows for the year 
then ended in accordance with International Financial 


Reporting Standards. 
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Report on Other Legal and 

Regulatory Requirements 

As required by the Financial Administration Act, | 
report that, in my opinion, the accounting principles 
in International Financial Reporting Standards have 
been applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Canadian 


Dairy Commission that have come to my notice during 


my audit of the financial statements have, in all 


significant respects, been in accordance with Part X 
of the Financial Administration Act and regulations, 
the Canadian Dairy Commission Act and regulations 
and the by-laws of the Canadian Dairy Commission. 


ibe UU / - 


Lissa Lamarche, CPA, CA 
Principal 
for the Auditor General of Canada 


September 25, 2013 
Ottawa, Canada 
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Statement of Financial Position 


(in thousands of Canadian dollars) July 31, 2013 aa July 31, 2012 
Assets 
Current 
Cash S 1,266 S 134 
Trade and other receivables 
Trade receivables 4167 2,907 
Advance to provincial milk boards and agencies 7\ 1,794 
Milk pools 1,121 393 
Derivative asset — foreign exchange contracts 361 54 
Inventory (Note 4) 157,691 159,888 
164,677 165,770 
Non-Current 
Equipment (Note 5) 48 2 
Intangible asset (Note 6) 183 - 
5 164,908 S 165,772 
Liabilities 
Current 
Bank overdraft (Note 7) S 71 S 1,794 
Trade and other payables 
Trade payables 14,459 14,321 
Distribution to provincial milk boards and agencies 14,531 8,672 
Other liabilities 2,399 1,211 
Derivative liability — foreign exchange contracts = 61 
Loans from the Government of Canada (Note 8) 122,303 122i 
153,783 153,336 
Non-Current 
Post-employment benefits (Note 13) 140 596 
Equity 
Retained earnings 10,985 11,840 
S 164,908 S 165,772 


Commitments (Note 15) 
The accompanying notes are an integral part of these financial statements. 


These financial statements were approved and authorized for issue on September 25, 2013 


Ave GO efbuilbaioes bt Goa 


Jacques Laforge Randy Williamson Gaétan Paquette 
Chief Executive Officer Chairman Senior Director, Finance and Operations 
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Statement of Operations and Comprehensive Loss 
(in thousands of Canadian dollars) 


Sales and cost of sales 
Domestic sales revenue 
Cost of goods sold — domestic 
Transport and carrying charges 
Finance costs 


Gross profit on domestic sales 


Export sales revenue 

Cost of goods sold — exports 
Transport and carrying charges 
Finance costs 
Gross profit (loss) on export sales 
Total gross profit 


Other income 
Funding from milk pools (Note 11) 
Funding from the Government of Canada (Note 12) 
Audit services 


Total gross profit and other income 


Operating expenses 
Industry initiatives 
Cost of Production study 
Other charges (recoveries) 


Administrative expenses 
Salaries and employee benefits (Note 13) 
Other administrative expenses 


Total operating and administrative expenses 

Profit before distribution to provincial milk boards and agencies 
Distribution to provincial milk boards and agencies 

Total comprehensive loss 


The accompanying notes are an integral part of these financial statements. 
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For the year ended 


July 31, 2013 


5 252,686 
234,423 

5,330 

1,126 


11,807 


S 


july 31, 2012 


211,280 
189,808 
4,790 
a3) 


51,131 
49,266 
1336 


16,103 


27,076 
26,111 
978 


= 
=| 
SSN (Ca: on) (oO 
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Statement of Changes in Equity 
(in thousands of Canadian dollars) 


Retained earnings, beginning of the year 
Total comprehensive loss for the year 


Retained earnings, end of the year 


The accompanying notes are an integral part of these financial statements. 
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For the year ended 


July 31, 2013 
S 11,840 
(855) 

S 10,985 


$ 


$ 


July 31, 2012 


$14,772 
(2,932) 


$11,840 
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Statement of Cash Flows 
(in thousands of Canadian dollars) 


Cash flows from (used in) operating activities 

Cash receipts from sales of goods 

Cash paid to suppliers and others 

Cash receipts from provincial milk boards and agencies (pooling) 
Cash paid to provincial milk boards and agencies (operating surplus) 
Cash receipts from the Government of Canada 

Interest paid on loans 


Net cash flows from (used in) operating activities 
Cash flows (used in) from financing activities 
New loans from the Government of Canada 

Loan repayments to the Government of Canada 


Net cash flows (used in) from financing activities 


Net increase in cash (bank overdraft) 
Net bank overdraft at beginning of year 


Net cash (bank overdraft) at end of year 


Components: 

Cash 

Bank overdraft 

Net cash (bank overdraft) 


The accompanying notes are an integral part of these financial statements. 


Financial R 


eport 


$ 


For the year ended 


July 31, 2013 


302,701 
(297,662) 

8,013 
(8,672) 

4,496 
(1,067) 


7,809 


243,825 
(248,779) 


(4,954) 


2855 
(1,660) 


ISS 


July 31, 2012 


§ 242,055 
(298,965) 
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(24,573) 

4,668 

(382) 


(72,082) 


Canadian Dairy Commission 
Notes to Financial Statements 
July 31, 2013 


(In thousands of Canadian dollars unless otherwise indicated) 


1. Authority and objectives 


The Canadian Dairy Commission (CDC) was established 
in 1966 through the Canadian Dairy Commission Act. \t 
is a federal Crown corporation named in Part |, Schedule 
Ill and Schedule IV to the Financial Administration Act 
and is not subject to the provisions of the Income Tax 
Act. It is an agent of Her Majesty the Queen in right of 
Canada and reports to Parliament through the Minister 
of Agriculture and Agri-Food. 


The objectives of the CDC are to provide efficient 
producers of milk with the opportunity of obtaining 
a fair return for their labour and investment and 
to provide consumers of dairy products with a con- 
tinuous and adequate supply of dairy products. To 
achieve its objectives, the CDC works closely with 
the Canadian Milk Supply Management Committee 
(CMSMC), which it chairs, as well as with provincial 
governments and provincial milk marketing boards. 
This collaboration is framed by federal-provincial 
agreements. 


The CDC is partly funded by parliamentary appropri- 
ations. This is supplemented by funding from milk 
producers and the market, as well as by the CDC's own 
commercial operations. 


2. Basis of preparation 

Statement of compliance 

The COC prepared these financial statements in 
accordance with International Financial Reporting 
Standards (IFRS). 
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The financial statements were approved and au- 
thorized for issue by the CDC Board of Directors on 
September 25, 2013. 


Basis of presentation 

The financial statements have been prepared ona 
historical cost basis, as set out in the accounting 
policies below, except as permitted by IFRS and other- 
wise indicated within these notes. 


Reporting period 
The CDC reports on a dairy year basis which starts 
August 1 and ends July 31. 


Key sources of estimation uncertainty 

The preparation of financial statements in accordance 
with IFRS requires management to make estimates 
and assumptions that affect the reported amounts of 
assets and liabilities and the disclosure of contingent 
assets and liabilities at the date of the financial state- 
ments and the reported amounts of revenues and 
expenses during the year. Valuation of inventories, 
pension and post-employment benefits, and deriva- 
tives are the most significant items where estimates 
are used. Actual amounts could differ significantly from 
the current estimates. These estimates are reviewed 
annually and as adjustments become necessary, they 
are recognized in the financial statements of the period 
in which they become known. 


Functional and presentation currency 

These financial statements are presented in Canadian 
dollars, which is the functional and presentation 
currency of the CDC. 
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3. Significant accounting policies 


Cash 
Cash includes funds on deposit at financial institutions. 


Financial instruments 

Financial assets and financial liabilities are initially 
recognized at fair value. Their subsequent measure- 
ment is dependent on their classification as described 
below. Their classification depends on the purpose 
for which the financial instruments were acquired or 
issued, their characteristics and the CDC's designation 
of such instruments. 


Classifications: 


Trade and other Loans and receivables 


receivables 


Financial liabilities measured 
at amortized cost 


Bank overdraft 


Financial liabilities measured 
at amortized cost 


Trade and other 
payables 


Financial liabilities measured 
at amortized cost 


Loans from the 
Government of 
Canada 


Financial assets or liabilities 
measured at fair value through 
profit or loss (FVTPL) 


Derivative assets 
and liabilities 


Loans and receivables 
Loans and receivables are recorded at amortized cost 
using the effective interest method. 
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Canadian Dairy Commission 
Notes to Financial Statements 
July 31, 2013 


(In thousands of Canadian dollars unless otherwise indicated) 


Financial liabilities measured at amortized cost 
Financial liabilities measured at amortized cost are 
measured at amortized cost using the effective inter- 
est method. 


Financial assets or liabilities measured at FVTPL 
Financial assets or liabilities classified as FVTPL are 
measured at fair value at the Statement of Financial 


Position date with changes in fair value recorded in 
profit or loss on the Statement of Operations and 
Comprehensive Loss. 


Transaction costs 

All transaction costs in respect of financial instru- 
ments Classified as loans and receivables or financial 
liabilities measured at amortized cost are capitalized 
in the period in which they are incurred. All transaction 
costs in respect of financial instruments classified as 
financial assets or liabilities measured at FVTPL are 
expensed in the period in which they are incurred. 


Derivative financial instruments 

The CDC uses derivative financial instruments such 
as forward contracts to counter the adverse move- 
ments in foreign exchange related to purchases and 
sales denominated in foreign currencies, including 
anticipated transactions, as well as to manage its cash 
balances and requirements. The CDC's policy is not to 
utilize freestanding derivative financial instruments 
for trading or speculative purposes. 


The CDC does not designate its foreign exchange 
forward contracts as hedges of underlying assets, 


liabilities, frm commitments or anticipated transac- 
tions and accordingly does not apply hedge accounting. 
As a result, foreign exchange forward contracts are 
recorded on the Statement of Financial Position at 
fair value as an asset when the contracts are in a gain 
position and as a liability when the contracts are in 
a loss position. Changes in fair value of these con- 
tracts are recognized as gains or losses within “Other 
charges (recoveries)” on the Statement of Operations 
and Comprehensive Loss. 


Inventory 

Inventory is recorded at the lower of cost, which is 
purchase cost, or estimated net realizable value. Cost 
is determined on a first-in, first-out basis except for 
Plan B inventories where cost is determined based 
on specific identification. Write-downs to net realiz- 
able value are reversed when there is a subsequent 
increase in the value of inventory up to a maximum 


of the purchase cost. The reversal is recognized as a 
reduction to cost of sales and an increase to the net 
value of inventory in the year in which it occurs. 


Equipment 
Equipment is recorded at cost less accumulated depre- 
ciation. Cost includes all measurable expenditures 
directly attributable to the acquisition and installation 
of the equipment. 


=) 


epreciation is charged to “Other charges (recoveries)” 


on the Statement of Operations and Comprehensive 
Loss and begins when the equipment is available for 
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use by the CDC. Depreciation is calculated on a straight- 
ine basis over the estimated useful life of the asset 
ess estimated residual value as follows: 


Generator 10 years 


Computer equipment 3-5 years 


Equipment is reviewed annually for indications of 
impairment or changes in estimated future economic 


benefits. If such impairment or change exists, the 
carrying value would be adjusted accordingly. 


Intangible asset 
Software 


Internally developed application software is stated at 
cost less accumulated amortization. Cost includes all 
measurable expenditures directly attributable to the 
development of the software including employees’ 
salaries, consultant fees and other identifiable costs 
specific to the project. 


Amortization begins when the software is available 


for use by the CDC. Amortization of the intangible 
asset is charged to “Other charges (recoveries)” on 
the Statement of Operations and Comprehensive Loss 
on a Straight-line basis over its estimated useful life 
of ten years. 


Software is reviewed annually for indications of impair- 
ment or changes in estimated future economic benefits. 
If such impairment or change exists, the carrying value 
would be adjusted accordingly. 


Canadian Dairy Commission 
Notes to Financial Statements 


July 31, 2013 


(In thousands of Canadian dollars unless otherwise indicated) 


Distributions to (recoveries from) provincial 
milk boards and agencies 

Distributions to (recoveries from) provincial milk boards 
and agencies represent gross profit (loss) on sales 
excluding imported butter. Distributions to (recoveries 
from) provincial boards and agencies are recorded as 
expense (revenue) in the year that they are determined. 


Revenues 
Sales revenues 


Domestic and export sales revenues are recognized 
when product is shipped. 


Funding from milk pools 
Funding from milk pools is recognized as revenue in 
the period the services are rendered. 


Funding from the Government of Canada 
Funding from the Government of Canada is recognized 
as revenue in the period the expenses are incurred. 


Audit services 
Revenues from audit services are recognized in the 
period the services are rendered. 


Cost of sales 

The CDC purchases all butter and skim milk powder 
tendered to it at either the Canadian support price or 
at other prices established by the CDC, depending on 
the intended resale markets, except for a portion of 
butter imported by the CDC at international market 
price. These costs are charged to cost of sales when 
the goods are shipped to customers. 
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Foreign currency translation 

All foreign currency transactions are translated into 
Canadian dollars at the exchange rate in effect on the 
transaction date. 


Trade receivables and payables in foreign currencies 
are adjusted to reflect the exchange rate in effect 
at the Statement of Financial Position date. Any cor- 
responding gains or losses are recognized in “Export 
sales revenue’ for receivables and “Cost of goods 
sold —domestic” for payables on the Statement of 
Operations and Comprehensive Loss. 


Most sales and purchases in foreign currencies have 
corresponding foreign exchange forward contracts 
(see “Derivative financial instruments” above and 
Note 14. Financial Instruments - Currency risk). 


Employee benefits 
Pension benefits 


Substantially all of the employees of the CDC are 
covered by the public service pension plan (the 
“Plan”), a contributory defined benefit plan estab- 
lished through legislation and sponsored by the 
Government of Canada. Contributions are required 
by both the employees and the CDC to cover current 
service cost. Pursuant to legislation currently in place, 
the CDC has no legal or constructive obligation to pay 
further contributions with respect to any past service 
or funding deficiencies of the Plan. Consequently, con- 
tributions are recognized as an expense in the year 
when employees have rendered service and represent 
the total pension obligation of the CDC. 
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Post-employment benefits 

Eligible employees are entitled to post-employment 
benefits as provided for under labour contracts and 
conditions of employment. The cost of these benefits 
is accrued as employees render the services necessary 
to earn them. The obligation relating to the benefits 
earned by employees is calculated by management. 


Scholarship program 

Scholarship program monies are expensed in the year 
in which educational institutions meet specified eligi- 
bility criteria and the agreements are approved. 


Future accounting standards (accounting 
standards issued but not yet applied) 

Certain new accounting standards and amendments 
have been published which are not required to be 
adopted for the current reporting period. As of the 
date of these financial statements, the following 
applicable standards and amendments, assessed as 
having a possible impact on CDC, were issued but are 
not yet effective: 


@ |FRS 13-Fair Value Measurement defines 
‘fair value’ and sets out in a single standard a 
framework for measuring fair value and requires 
disclosures about fair value measurements. The 
new standard reduces complexity and improves 
consistency by clarifying the definition of fair 
value and provides measurement and disclosure 
requirements for all fair value measurements. 
The amended standard is effective for annual 
periods beginning on or after January 1, 2013. 
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Canadian Dairy Commission 
Notes to Financial Statements 


July 31, 2013 
(In thousands of Canadian dollars unless otherwise indicated) 


The CDC does not expect an impact on its fair ® IAS 32 - Financial Instruments: Presentation was 
value bases upon adoption of IFRS 13, but does amended to provide additional guidance related 
anticipate enhanced and expanded fair value 


year at the prevailing support prices, the CDC is not 
contractually bound to sell to the manufacturers. 


ct 


o the offsetting of financial assets and finan- However, the CDC has customarily honoured all manu- 


disclosures: 


al liabilities presented on a net basis on the 


facturers’ requests. 


c 
IAS 19 - Employee Benefits was amended with Statement of Financial oem clarifying ipvenmennntiolare 
one of the most significant changes being the amendments to IAS 32 are effective for annual 
; ee B uly 31, uly 31, 
elimination of the option to defer the recogni- periods beginning on or after January 1, 2014. De Pes 
tion of gains and losses, known as the “corridor ie a uOES Se any ea Plan B: 
method”. Furthermore, the amended IAS 19 will ae nancial statements resulting from the Butter & 96,645 § 107143 
require that remeasurements be presented in adoption of the amendments to IAS 32; and Skim milk powder 83158 8785 
other comprehensive loss. The amendments also ® IFRS 9—Financial Instruments provides require- Other butter 23,950 15,004 
require enhanced disclosure surrounding defined ments for classifying and measuring financial Other skim milk powder 29,662 29,396 
benefit plans and related risks. The amended assets and liabilities. This standard is the first in 158,415 160,328 
version of IAS 19 is effective for annual periods a three-phase project in progress by the IASBto —_—Less: allowance for (724) (439) 
beginning on or after January 1, 2013. The CDC replace IAS 39 — Financial Instruments: Recognition HSIN utes aM 
: J Z Total net realizable value S$ 157,691 S 159,888 
does not expect any significant impacts on its and Measurement in its entirety. The new standard 
financial statements resulting from the adoption is effective for annual periods beginning on or after 
of the amendments to IAS 19: January 1, 2015. The CDC has not yet determined Inventory in tonnes: 
, ; ; j i Al, ly 31, 
IFRS 7—Financial Instruments: Disclosures was the impact of the adoption of IFRS 9. ie ee 
amended to include specific disclosure require- 
. 4. Inventory Plan B: 
ments related to the offsetting of financial assets Bitte: 13.207 14.706 
and financial liabilities presented on a net basis Under section 9(1) of the Canadian Dairy Commission SU ieee: Ae eas 
h ; r 3 
on the Statement of Financial Position. The new Act, the CDC operates domestic seasonality programs, nie , ae St 
: ; ; ‘ er butter j ’ 
disclosures under IFRS 7 are effective for annual = Which include the purchase and sale of Plan B inven- Other skim milk powder 22139 22.641 


periods beginning on or after January 1, 2013. 
The adoption of IFRS 7 will likely result in addi- 
tional disclosures to be made in CDC's financial 
statements; 


tory (butter and skim milk powder). Under Plan B, as 


set out in agreements with manufacturers, the CDC 


purchases products from manufacturers. While manu- 


facturers are contractually obligated to repurchase 


Plan B inventory within the course of the next dairy 
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nventory expensed in the current year was $283.69 
million (July 31, 2012: $215.92 million) and is presented 
on the Statement of Operations and Comprehensive 
Loss in cost of goods sold (domestic and exports). 


Canadian Dairy Commission 
Notes to Financial Statements 


July 31, 2013 
(In thousands of Canadian dollars unless otherwise indicated) 


5. Equipment 


The carrying value of equipment is determined as follows: 


Balance Balance 

July 31, 2012 Additions Disposals July 31, 2013 
Cost 5 1S 48 - S 67 
Accumulated depreciation S iW 2 ~ 5 ig 
Carrying amount S 2 S 48 


6. Intangible asset 


The carrying value of the intangible asset is determined as follows: 


Balance Balance 

July 31, 2012 Additions Disposals July 31, 2013 
Cost Ss - 183 = S 183 
Accumulated amortization gS - - ~ - 
Carrying amount 5 - S 183 


Intangible asset represents software being developed in-house to meet specific operational needs unique to 
the CDC. Management estimates the new software program will be operational early in the July 31, 2014 dairy 
year at which time amortization charges to profit and loss will begin. 
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7. Bank overdraft 


The CDC has established a line of credit with a member 
of the Canadian Payments Association. The CDC has 
been granted the authority to establish this line of 
credit by the Minister of Finance up to a maximum of 
S50 million for advancing funds to the provincial milk 
marketing boards and agencies. On July 31, 2013 the 
available line of credit was $5 million (July 31, 2012: 
S5 million), 


The bank overdraft incurred under the CDC’s line 
of credit is due on demand and bears interest at 
prime, which as at July 31, 2013 was 3.00% per annum 
(July 31, 2012: 3.00%). 


8. Loans from the Government of Canada 
(Consolidated Revenue Fund) 

Loans from the Government of Canada’s Consolidated 
Revenue Fund, to a maximum of $165 million (July 31, 
2012: $165 million), are available to finance operations. 
Individual loans are repayable within one year from 
the date the loan is advanced. Principal and accrued 
interest is repaid regularly during the year when funds 
are available. 
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Canadian Dairy Commission 
Notes to Financial Statements 
July 31, 2013 


(In thousands of Canadian dollars unless otherwise indicated) 


Interest on the loans is at the normal rates estab- 
lished for Crown corporations by the government and 
based on the latest available yields of comparable 
Treasury bills plus one-eighth of one percent at simple 
interest. Interest rates and interest expense were 


as follows: 
July 31, 2013 July 31, 2012 
Interest rates 
Low 1.05% 0.95% 
High 1.25% 1.17% 
Interest expense S 1147 S 580 


9. Capital disclosures 


The CDC's capital consists of its loans from the 
Government of Canada (see Note 8) and retained 
earnings. As of July 31, 2013 these accounts totaled 
$122.32 million (July 31, 2012: $127.28 million) and 
$10.99 million (July 31, 2012: $11.84 million) respec- 
tively, The CDC is not subject to any externally imposed 
capital requirements. 


The CDC's primary objective in managing capital is to 
ensure that it has sufficient liquidity in order to settle 
its financial obligations as they become due and to 
fund programs for the benefit of the dairy industry. 
The CDC adjusts its capital management approach 
on an ongoing basis as the amounts fluctuate during 
the course of the year. The CDC does not utilize any 
quantitative measures to monitor its capital. There 
were no Changes in the CDC's approach to capital 
management or the definition thereof as compared 
to the previous year. 


10. Foreign exchange gains and losses 


Export sales include amounts representing realized net 
gains or net losses arising from currency translation 
relating to transactions incurred in foreign currencies. 


As well, domestic cost of sales include amounts 


representing realized net gains or net losses arising 


from currency translation relating to import purchase 
transactions incurred in foreign currencies. 


July 31, 2013 July 31, 2012 
Net gain (loss) on: 
Export sales S (782) S Sf 
Domestic cost of 5 61 iS AS 


Sales 


11. Funding from milk pools 


As acting agent in carrying out administrative func- 
tions of the Comprehensive Agreement on Pooling 
of Milk Revenues (a federal-provincial agreement), 
the CDC collects and redistributes producer market 
returns. For these services, the CDC receives from 
producers an annual fixed fee which offsets its cost 


for the administration of the agreement as well as the 
estimated carrying charges for normal levels of butter 
inventory. Furthermore, the CDC is reimbursed for other 


direct costs as set out in the agreement including 
carrying charges for surplus butter inventories. 


12. Funding from the Government of Canada 


Funding of the CDC's administrative expenses is 
shared among the federal government, dairy pro- 
ducers, commercial operations and the market place. 
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Government of Canada funding of total administrative 
expenses is as follows: 


July 31, 2013 July 31, 2012 
Funded by S 4,496 5 4,668 
Government 
of Canada 
7 ae ; 
otal administrative $ 7678 $ 7867 
expenses 


13. Salaries and employee benefits 


Salaries and employee benefits includes: 


July 31, 2013 July 31, 2012 
Salaries expense S 4,846 S 4,702 
Pension contributions 682 757 
Medical insurance BRS 229 
expense 
Others 158 154 
Total S 5,912 S 5,842 


Pension plan 

Substantially all of the employees of the CDC are 
covered by the public service pension plan (the 
“Plan”), a contributory defined benefit plan estab- 
lished through legislation and sponsored by the 
Government of Canada. Contributions are required 
by both the employees and the CDC. The President 
of the Treasury Board of Canada sets the required 


employer contributions based on a multiple of the 
employees’ required contribution. The general contri- 


bution rate effective for the year ended July 31, 2013 


was 1.68 times the employee's rate (1.74 times for 
the prior year). 
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The Government of Canada holds a statutory obliga- 
tion for the payment of benefits relating to the Plan. 
Pension benefits generally accrue up to a maximum 
period of 35 years at an annual rate of 2% of pen- 
sionable service multiplied by the average of the best 
five consecutive years of earnings. The benefits are 
coordinated with Canada/Quebec Pension Plan 
benefits and they are indexed to inflation. 


Post-employment benefits 

The CDC provides post-employment benefits to its 
eligible employees based on years of service and final 
salary. This benefit plan is not pre-funded and thus 
has no assets, resulting in a plan deficit equal to the 
accrued benefit obligation. Benefits are paid from 
future appropriations and other sources of revenue. 


Information about this benefit plan, measured as 
of the Statement of Financial Position date, is as 
follows: 


Accrued benefit obligation, beginning of year 
Benefits paid during the year 

Increase (decrease) of obligation for the year 
Accrued benefit obligation, end of year 
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Of the total year end obligation, $0.30 million (July 
31, 2012: Nil) is estimated by the CDC to be payable 
within the next year and has been presented as a Cur- 
rent liability on the Statement of Financial Position 
under “Other liabilities”. 


14. Financial instruments 


In the course of carrying out its ongoing operations, 
the CDC faces risks to its financial assets and financial 
liabilities. The CDC's exposure to risk from its use of 
financial instruments is presented below along with 
the CDC's objectives, policies and processes for man- 
aging risk. 


Market risk 

Market risk is the risk that changes in market prices, 
such as foreign exchange rates and interest rates, will 
affect the CDC’s income or the value of its holding of 
financial instruments. 


July 31, 2013 July 31, 2012 
S 596 § 1,083 
(142) (487) 
(14) = 
S 440 5 596 
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Currency risk 

The CDC operates internationally, exposing itself to 
market risks from changes in foreign exchange rates. 
The CDC partially manages these exposures by con- 
tracting only in U.S. dollars or Canadian dollars. The 
CDC's foreign exchange risk management includes the 
use of foreign currency forward contracts to fix the 
exchange rates on certain foreign currency exposures. 
The CDC periodically enters into foreign exchange for- 
ward contracts to manage exposure to exchange rate 
fluctuations between Canadian and U.S. dollars. 


As of the Statement of Financial Position date, the 
notional value of the CDC's outstanding forward 
exchange contracts totaled $20.33 million Canadian 
equivalent (July 31, 2012: $6.57 million Canadian equiv- 
alent). These contracts will mature over the period 
ending October 9, 2013. The maturity dates of the 
forward exchange contracts correspond to the esti- 
mated dates when the CDC expects to receive the 
foreign Currency proceeds arising from export sales 
contracts or when payment for purchases in foreign 
currencies are due. 


The fair value of the CDC’s derivative financial instru- 
ments is determined using the Bank of Canada’s 
published foreign exchange rates as of the Statement 
of Financial Position date. The CDC's foreign exchange 
forward contracts as of the Statement of Financial 
Position date were as follows: 
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July 31, 2013 


July 31, 2012 


Currency sold Currency purchased In USD In CAD In USD In CAD 
USD CAD S 16,730 S 7185 Ss 1930 S eso 
CAD USD 5S 2378 S 3,144 S ASS 4 579 


“Other charges (recoveries)” under operating expenses 
on the Statement of Operations and Comprehensive 
Loss include $0.37 million representing net gains 
incurred during the current year (July 31, 2012: net 
gains of $0.22 million) arising from the determination 
of unrealized fair value remeasurements of the CDC's 
derivative financial instruments. 


The CDC's exposure to foreign currency risk was as 


follows, based on Canadian dollar equivalent amounts: 


In CAD July 31,2013 ‘July 31, 2012 
Trade receivable S 2,688 S 254 
Trade payable (343) - 
et derivative asset 361 (7) 
(liability) 
et exposure S 2,706 S 2567 


Based on the net exposure as of July 31, 2013, and 
assuming that all other variables remained constant, 
had the Canadian dollar appreciated 10% against the 
US dollar, net income for the year ended July 31, 2013 
would have decreased by $1.17 million (July 31, 2012: 
increased by $0.52 million). Conversely, a 10% weak- 
ening in the Canadian dollar against the US dollar 
would have had the equal but opposite effect for the 


Same period. 


Interest rate risk 

Interest rate risk is the risk that a financial asset con- 
taining a fixed interest rate component decreases in 
fair value with a rise in interest rates or that a finan- 
cial liability with a floating interest rate component 
results in increased cash outflow requirements as a 
result of an increase in interest rates, Other than the 
line of credit, for which interest expense varies as a 


function of prime, and loans from the Government 
of Canada, which vary as a function of the yield on 
comparable Treasury bills, the CDC does not have any 
other such financial assets or liabilities exposed to 
this risk. The CDC’s exposure to interest rate risk is 


not significant given its low interest bearing loans. 


Other price risk 

Other price risk is the risk that the fair value or future 
cash flows of a financial instrument will fluctuate 
because of changes in market prices, other than those 
arising from interest rate risk or currency risk. The CDC 
is not significantly exposed to this type of risk. 


Liquidity risk 

Liquidity risk is the risk that the CDC will not be able 
to meet its financial obligations as they fall due. As 
of the Statement of Financial Position date, virtually 
all of the CDC's assets and liabilities were current and 
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the CDC had a current ratio equal to 1.07 (July 31, 2012: 
1.08). In managing liquidity risk, the CDC has access to 
additional borrowings for commercial operations from 
the Government of Canada in the amount of $42.68 
million as of July 31, 2013 (July 31, 2012: $37.72 million) 
as well as $4.93 million (July 31, 2012: $3.21 million) 
on its line of credit for the pooling of market returns. 


Credit risk 

Credit risk is the risk of loss due to a customer failing 
to meet its financial obligations to the CDC. Maximum 
credit exposure is the carrying amount of the pooling 
and trade receivable balances, net of any allowance for 
losses. The CDC manages this risk using several strat- 
egies which include selling product on a “payment 


first” basis, securing of bank guarantees and obtaining 
letters of credit. As of July 31, 2013 and July 31, 2012 the 
CDC did not have an allowance for doubtful accounts 


and all trade receivables were current. 


The CDC is exposed to credit risk when entering into 
foreign exchange contracts wherein the counterparty 


fails to perform an obligation as agreed upon, caus- 
ing a financial loss. Maximum credit exposure is the 
notional amount of the derivative asset. The CDC 
manages this exposure to credit risk by entering int 


+ 


fo) 
foreign exchange contracts only with major Canadian 
y 


financial institutions. To date, no such counterpar 


has failed to meet its financial obligation to the CDC. 
Fair values 

The carrying value of cash, trade and other receiv- 
ables, bank overdraft, and trade and other payables 
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approximates their fair values due to the immediate 
or short-term maturity of these financial instruments. 
As of the Statement of Financial Position date, 
no amounts representing changes in fair value of 
these financial instruments have been recorded in the 
Statement of Operations and Comprehensive Loss. 


Fair value hierarchy 

Financial instruments recorded at fair value on the 
Statement of Financial Position are classified using 
a fair value hierarchy that reflects the significance of 
the inputs used in making the measurements. The 
fair value hierarchy, which for the CDC is only relevant 
in the context of derivative financial instruments, has 
the following levels: 


Level 1: valuation based on quoted prices (unadjusted) 
in active markets for identical assets or liabilities; 


Level 2: valuation techniques based on inputs other 
than quoted prices included in Level 1 that are observ- 
able for the asset or liability, either directly (i.e. as 
prices) or indirectly (i.e. derived from prices); and 


Level 3: valuation techniques using inputs for the asset 
or liability that are not based on observable market 
data (unobservable inputs). 


The fair value measurement of the CDC's derivative 
financial instruments is classified as level 2 (July 31, 
2012: level 2) in the fair value hierarchy. Changes in 
valuation methods may result in transfers into or out 
of levels 1, 2, and 3. For the reporting periods ended 
July 31, 20173 and July 31, 2012, there were no transfers 
between levels. 
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15. Commitments 


a) Industry Initiatives 


Summary: July 31, 2013 
Canadian Quality Milk 5 250 
Matching Investment Fund 283 
Scholarship Program 1,500 
Total industry initiatives commitments Ss 2 {0s'8 


Canadian Quality Milk (COM) 

This program is a quality assurance program for raw 
milk on farms. The CDC has agreed to partially fund 
this program under an agreement that commenced 
August 1, 2007 and was extended to July 31, 2014. Under 
the terms of the agreement, the CDC will contribute 
one hundred dollars per eligible farm until July 31, 2014. 


Matching Investment Fund 

The CDC funds and administers the Matching 
Investment Fund which provides non-repayable con- 
tributions to Canadian-registered companies or food 
technology centres for product development, ona 
matching investment basis. The program expires on 
July 31, 2014. As of July 31, 2013, the CDC has outstand- 
ing commitments of $0.28 million that remains to 
be paid prior to the program expiry. 


Scholarship Program 

As of August 1, 2011, the CDC funds a graduate 
Scholarship Program. The CDC grants $3 million in 
scholarships over five years to participating institu- 
tions across Canada. As of July 31, 2013, the CDC has 
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agreements totalling $3 million with participating 
institutions, of which $1.5 million remains to be paid 
by July 31, 2016. 


b) Purchase Commitments 

As of July 31, 2013, the CDC was committed to purchase 
certain quantities of butter and skim milk powder. 
These commitments amounted to approximately 
$0.77 million (July 31, 2012: $2.01 million) and were 
fulfilled in August 2013. 


c) WTO Tariff Rate Quotas for Butter 

Under the terms of the 1994 WTO Agreement, Canada 
has established tariff rate quotas (TRQ) for a number 
of dairy products. TRQs are the quantities of products 
that can enter Canada with little or no tariff. With the 
support of the industry, the CDC has acted as the 
receiver of imports of butter under federal permit 
since 1995 and has directed this product through butter 
manufacturers to the food sector. The 2014 TRO for 
butter remains at 3,274 tonnes. World prices at the 
time of purchase will determine the total financial 
commitment. 


Total cost to purchase imported butter under the WTO 
requirements for the year ended July 31, 2013 was 
$10.93 million (July 31, 2012: $15.49 million). 


d) Operating Lease 

The CDC is committed under a long term lease with 
Agriculture and Agri-Food Canada for office accom- 
modation ending in March 31, 2017. The lease contains 
escalation clauses regarding maintenance costs and 
taxes. This lease may be automatically renewed at 
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the CDC's option for another period of five years with 
rates possibly revised in order to reflect the rental 
market value pursuant to Treasury Board's Policy on 
Real Property. 


The minimum lease payments are as follows: 


July 31,2013 ‘July 31, 2012 
Less than one year S 35i S351 
Greater than one S 938 S 1,289 


year and less 
than five years 


16. Related party transactions 

Government of Canada entities 

The CDC, as per the Canadian Dairy Commission Act, is 
an agent of Her Majesty the Queen in right of Canada. 
This effectively makes the Government of Canada 
owner of the CDC, having significant influence over 
its activities. 


The CDC is related in terms of common ownership to 
all other Government of Canada departments, agencies 
and Crown corporations. The CDC enters into trans- 
actions with these entities in the normal course of 
business and at normal trade terms. These related 


party transactions are recorded at their exchange 
amounts. 


In accordance with the disclosure exemption regarding 
“government related entities” the CDC is exempt from 
certain disclosure requirements of IAS 24 - Related 


Party Disclosures, relating to its transactions and out- 
Standing balances with: 


® agovernment that has control, joint control or 
significant influence over the reporting entity: 
and 


® another entity that is a related party because 
the same government has control, joint control 
or significant influence over both the reporting 
entity and the other entity. 


Based on this exemption, the CDC has not disclosed 
any further details of its transactions with the 
Government of Canada and departments thereof, 


and all federal Crown corporations not considered to 
be individually or collectively significant, entered into 


in the normal course of operations. 


Loans from the Government of Canada at terms avail- 
able to Crown corporations (Note 8), which are recorded 
at Carrying value due to the absence of an observable 
market rate, represent the CDC's largest related party 
transaction. 


Significant transactions, excluding loans, were with 
the following related parties: 


Key management personnel 

The CDC's key management personnel are the 
CEO, the Chairman, the Commissioner and the three 
directors. 


No loans or other such transactions with key man- 
agement personnel were outstanding as of July 31, 
2013 or July 31, 2012, or occurred at any time during 
either year. 


The post-employment benefit liability for key manage- 
ment personnel as of July 31, 2013 was $0.21 million 
(July 31, 2012: $0.21 million) and is divided between 
“Post-employment benefits” and “Other liabilities” on 
the Statement of Financial Position. 


Compensation of key management personnel for the 
year ended July 31, 2013 was $0.79 million (July 31, 2012: 
$0.76 million). 


The CEO has created a new director position effec- 
tive August 1, 2013. The new Director of Finance and 
Administration will be part of CDC's key management 


personnel and therefore will accordingly increase the 
amounts for compensation and post-employment 
benefit liability next year. 


Government entity July 31, 2013 July 31, 2012 

Public Works and Government Services Canada (mainly employee benefits - S 1,068 S22) 
Note 13) 

Agriculture and Agri-Food Canada (mainly operating lease - Note 15) 436 543 

Other related Government entities 369 115 

Total Sale S 1,781 
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Tables and Data (unaudited) 


Industrial Milk Production, Canadian Requirements and MSQ 
(million kg butterfat) 


Canadian 
Production MSQ* requirements 

108-2009 . 179.66 182.08 180.14 ) 
2009-2011 83.39 181.80 183.82 

10-2011 86.87 188.73 189.49 

011-201 96.18 193.78 187.86 
2012-2013 98.85 193.35 ISM 

*Weighted average MSQ, including the Domestic Dairy Product Innovation Program 
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Production of Milk* (million kg butterfat) 


2 ie paella ea Le 
Fluid Industrial Total Fluid Industrial Total 
ey disse aoe Ss Bac se Rear enee a BEER cososon: ene tha Bie nee tore 
and Labrador 
~ : fe ee Pare z = “a oo eee Fae ae aa ie oem 
re ; eae ce eee a os fe a < eas ae tee 
Pe : a a ac ae : i ee ae ane R 
ne ok ee = - era po : seeteacces a = i — ae ae! ce ogee ech? Be eee 
ri 7 _sorasconees oh oe Re Zs : : eee Oe vce ae a pe carey ee Ate ae rts 
See SM actos iac Ree TD ee Lem ; - pene, ee see en Pee : ~ pats pee Coe: 
ee ae Pe earners : — fee rantesem ted : oe Reece aoe a ee i re : aes eee 
; Te eae ictal here en e fo Perera. zs Leena ve i ate Pema se satel 
a : ee a eee ee bee ne nen Perea : fe 4 
Total 117.94 196.18 314.12 116.66 198.85 315.51 


* Before pooling 


Tables and Data (unaudited) 


Number of Farms and Cows, and Total Production 


Number of cows Total production 
Number of farms (thousands) (million kg BF) 
ieee ea aa : op esetiphin cea iee ae leas ssi Seana 
2009-2010 | 13,214 981.0 . 300.82 | 
2010-2011 2,965 | 987.0 | . | 305.67 ji 
| 2011-2012 | | | 2,746 . | 985.3 . ae | 3412 - 
2012-2013 | 2,529 960.6 315.51 
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